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To the Senate and House of Represefitatives: 

I transmit herewith a report from the Secretary of Commerce and 
Labor upon that portion of the resolution of the House of Representa- 
tives, adopted March 7, 1 904, having to do with the prices of cattle and 
dressed beef, the margins between such prices, and the organization, 
conduct, and profits of the corporations engaged in the beef-packing 
industry. 

In view of the fact that the Department of Justice is now engaged 
upon other matters involved in the resolution, the Secretary of Com- ' 
merce and Labor can not at this time report thereon. 

Theodore Roosevelt. 
The White House, March d\ 1905. 
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RESOLUTION of the House of Representatives March 7, 1904. 

Resolved J That the Secretary of Commerce and Labor be, and he is hereby, 
requested to investigate the causes of the low prices of beef cattle in the United 
States since July first, nineteen hundred and three, and the unusually large margins 
between the prices of beef cattle and the selling prices of fresh beef, and whether 
the said conditions have resulted in whole or in part from any contract, combina- 
tion, in the form of trust or otherwise, or conspiracy, in restraint of commerce 
among the several States and Territories or with foreign countrie9>also whether the 
said prices have been controlled in whole or in part by any corporation, joint stock 
company, or corporate combination engaged in commerce among the several States 
or with foreign nations; and if so, to investigate the organization, capitalization, 
profits, conduct, and management of the business of such corporations, companies, 
and corporate combinations, and to make early report of his findings according to 
law. 
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REPORT OF THE COMMISSIONER OF CORPORATIONS ON THE 

BEEF INDUSTRY* 



SUMMARY^ 



By far the most important concerns in the beef business are the 
Armour, Swift, Morris, National Packing, Schwarzschild & Sulzberger, 
and Cudahy Packing companies, which are frequently designated in 
. the trade as " the Big Six." 

Armour & Co. is an Illinois corporation with a capital of $20,000,000, 
which is held closely bv members of the Armour family. This com- 
pany, with its affiliated corporation, the Armour Packing Company 
(capital, $7,500,000), operates packing plants at Chicago, Kansas City, 
South Omaha, East St. Louis, and Fort Worth, and is constructing a 
plant at Sioux Cit}^ The Armour plants slaughtered 1,255,366 cattle, 
3,451,892 hogs, and 1,496,984 sheep in 1903. 

Swift & Co., an Illinois corporation with a capital of $35,000,000 
held by over 6,000 stockholders, operates packing houses at Chicago, 
Kansas City, South Omaha, East St. Louis, South St. Joseph, Fort 
Worth, and South St. Paul, its business being somewhat larger than 
that of any other of the six companies. This company killed 1,578,215 
cattle, 4,079,756 hogs, and 2,334,261 sheep in 1903. 

Morris & Co., of Maine, with a capital of $3,000,000, and the affili- 
ated Fairbank Canning Company of Illinois, with the same capitaliza- 
tion, are wholly owned by members of the Morris family. These cor- 
porations operate packing plants at Chicago, East St. Louis, and South 
St. Joseph, and a plant at Kansas City opened in 1905. In 1903 this 
company killed 761,179 cattle, 1,247,393 hogs, and 739,237 sheep. 

The National Packing Company of New Jersey, with a capital of 
$15,000,000, was organized in 1903, and took over the stocks of a 
number of packing companies, including the G. H. Hammond Com- 
pany, the Anglo-American Provision Compan}", the Omaha Packing 
Company, the Fowler Packing Company, the St. Louis Dressed Beef 
Company, the United Dressed Beef Company of New York^ and tvro 
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XX SUMMARY. 

or three less important concerns. The control of most of these com- 
panies had, a short time previously to the formation of the National 
Packing Company, been acquired ])y the Armour, Swift, and Morris 
interests, respectively, and the directors of the National Company are 
all officers or directors of the three corporations above described. 
This company has three packing plants at Chicago, two at Kansas 
City, and one each at St. Louis, Omaha, New York, and Hutchinson, 
Kans. These plants are for the most part less important than the 
plants of the other five companies. The constituent concerns of the 
National Company slaughtered, in 1903, 848,884 cattle, 3,101,425 hogs, 
and 736,434 sheep. 

The Schwarzschild & Sulzberger Company, a New York corporation 
with a capital of $4,373,400, has plants at Chicago, Kansas City, and 
New York City. These plants slaughtered 559,200 cattle, 623,598 hogs, 
and 494,642 sheep in 1903. 

The Cudahy Packing Company, an Illinois corporation with a capital 
of $7,500,000, all held by the Cudahy family, operates plants at South 
Omaha, Kansas City, Sioux Cit}^ and Los Angeles. The slaughter- 
ings of this company in 1903 were 469,228 cattle, 1,347,675 hogs, and . 
364,200 sheep. 

Aside from the community of ownership in the National Packing 
Company, there is no common ownership of securities among the six 
companies named, except that probably a small minority of the stock 
of the Schwarzschild & Sulzberger Company is held by some of the 
other packing interests. 

It appears reasonably clear that the capitalization of none of these 
companies is excessive as compared with its actual investment. 

All of the companies above named slaughter not merely cattle, but 
also enormous numbers of hogs, sheep, and calves. Most of them do 
an extensive business in the purchase, storage, and sale of dairy prod- 
ucts, eggs, and poultry, while some also engage largely in other 
related industries. All of the companies have private refrigerator car 
lines for the transportation of their packing-house products. All of 
them maintain a large number of branch houses in cities and towns 
throughout a large part of the United States, through which they 
market as wholesalers the greater proportion of their output, par- 
ticularly of dressed beef. 

The importance of the Armour, Swift, Morris, National, Schwarz- 
schild & Sulzberger, and Cudahy companies, in their relation to 
the beef business, arises from the fact that a large part of the most 
populous territorj^ especially in the Northeastern States, has become 
dependent for its beef supply in large measure upon the cattle raised 
in the corn States of the Mississippi Valley and on the ranches and 
ranges still farther west; while, conversely, this great cattle-raising 
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territory depends largely upon the Northeastern States for the con- 
sumption of its product. 

The six concerns described are almost the only extensive shippers of 
dressed beef; that is, they are almost the only concerns which slaugh- 
ter cattle in the great western markets and transport the product else- 
where for consumption. At the same time these companies do a smaller 
proportion of the beef business of the country than is ordinarily sup- 
posed, and comparatively narrow limits are placed upon the control 
which they could, even if they acted in harmony, exercise over the 
prices of cattle ai.d of beef. 

The estimates of the Bureau, from the best statistical material avail- 
able, indicate that the total slaughter of cattle (aside from calves) in 
the United States during 1903 was about 12,500,000 head, of which 
the Armour, Swift, Mon*is, National, Schwarzschild & Sulzberger, 
and Cudahy companies slaughtered 5,521,697, or about 45 per cent. 
The proportion of the beef supply of the country which these concerns 
collectively, furnish is about the same, notwithstanding the fact that 
they export several hundred thousand carcasses of dressed beef 
annually. 

On the other hand, these concerns slaughter nearly 98 per cent of 
all the cattle killed in the eight leading western packing centers, 
namely, Chicago, Kansas City, South Omaha, East St. Louis, South 
St. Joseph, Fort Worth, Sioux City, and South St. Paul. Their pro- 
portion of the beef cattle purchased in these eight markets is some- 
what smaller, because, especially at Chicago, a considerable number of 
cattle are bought by other concerns for shipment alive to eastern 
points and to Europe, where they are slaughtered. 

There is a wide diflFerence among sections and among cities in 
regard to the proportion of the beef consumption which is furnished 
by the western packing companies. The six large western packers fur- 
nish a very great proportion of the beef consumed in most of the large 
cities east of Pittsburg. In New York they furnish about 75 per cent, 
in Boston more than 85 per cent, in Philadelphia about 60 per cent, in 
Pittsburg more than 60 per cent, in Providence more than 95 per cent, 
in Baltimore about 50 per cent, and a number of other important cities 
of this section receive from 50 to 90 per cent of their beef supply from 
the same source. On the other hand, Buffalo and cities west of Pitts- 
burg, such as Cleveland, Cincinnati, and Indianapolis, receive only 
from 10 to 33i per cent of their beef supply from these six companies. 
In a large majority of the smaller cities and towns of New England 
the six companies furnish upward of three-fourths of the consump- 
tion, but in most places of less than 50,000 population in other North- 
em States their proportion is less than one-half, and in many cases 
less than one-fourth. 
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In the Southern Stato.s the large i;.ick(^rs .supply iisuall>^ less than 
half of the beef consumed in the larger cities. There are notable 
exceptions where the western packers supply proportions ranging 
from 50 per cent in Nashville, Tenn., to 90 per cent in Norfolk, Va. 
In the smaller cities and towns of this section the proportion falling 
to the western packers is usually less than one-fourth. 

That part of the beef supply not furnished by the six leading west- 
ern packing companies is almost wholh" slaughtei'ed by local concerns. 
The ability of such concerns to compete depends partly on their eflS- 
ciency in operation and in the utilization of by-products and partly on 
the source from which they derive their cattle. In most of the larger 
cities there are important establishments slaughtering from 10,000 to 
40,000 cattle per year, which, while less efBcient than the great west- 
ern houses, are probably not at a great disadvantage in this respect. 

In all of the Northeastern States, except New England, there is an 
extensive dairy industr^^ which furnishes a large number of surplus 
cattle for slaughter; in parts of this section, moreover, considerable 
numbers of cattle are mised primarily for beef. A considerable pro- 
portion of the cattle locally slaughtered in most cities, therefore, is 
obtained from a moderate distance, giving the local concern a marked 
advantage over the western packer in respect to transportation. 

In New England, in New York City, and in some other places 
where the local establishments are more dependent upon live cattle 
brought from the West, they are at a decided disadvantage in compet- 
ing with the western packers, who pay freight only on the less bulky 
and more valuable commodit}", dressed beef. On the other hand, the 
usual preference for home-killed beef tends to offset this disadvantage 
in some measure. 

Local butchers in cities and towns of less than 50,000 population are 
generally much less efficient in their methods than the great western 
packers, but this disadvantage is usually more than offset b}^ the fact 
that, in nearly all parts of the United States except New England, 
they can usually draw practically their entire suppl}^ of cattle from 
the immediate vicinit3\ 

These conditions explain why the western packers do not control 
more than half of the beef supply of the United States. They are 
still more important because they afford the opportunity for potential 
competition to restrain the power which those packers might, by 
acting in combination, exercise over the prices of cattle and of beef. 
Should the western packers try to obtain a much higher percentage 
of profit than they do at present, existing local slaughterers at all con- 
suming points would tend to expand their business materially, and 
new concerns would spring into existence. The possibility of a rapid 
increase in competition of local slaughterers was illustrated during 
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the packing house strike of the summer of 1904, when the shortage in 
the beef furnished by the western packers was to a very considerable 
extent made up by increased killing on the part of small concerns. 

Aside from the restraint imposed by potential competition of local 
butchers, an important check is placed upon the western packers by 
the possibility of the establishment of large concerns of the same gen- 
eral character and efficiency as the six leading companies themselves. 
The business is not controlled by patents, secret processes, or monopoly 
of raw material, and the amount of capital necessary to provide even 
a system of several plants, with transportation lines and marketing 
facilities, is not so large as seriously to hinder new competition in case 
a very high margin of profit should be maintained by the present 
concerns. 

On the other hand, in this as in other industries where the wholesale 
marketing of the product takes place in numerous sepai*ate localities, a 
strong combination might attack an outside concern by means of 
predatory competition, particularly by cutting prices to a ruinous level 
in those markets where the new concern sought to do business, while 
maintaining them at a high enough level elsewhere to secure a profit 
on the total business. i 

This practice, however, is likely to be less eflFective in the beef 
industry than in some others because of the fact that so large a pro- 
portion of the beef produced by the great packing companies is consumed 
in a few large cities. In these cities the combination would be likely 
to find it very unprofitable to cut prices in such a way as to drive out 
a single strong competitor, for the reason that a general reduction in 
the local market would be necessary. 

The most important question has to do with the prices of cattle and 
of beef, and the margin between them, and with profits. The Bureau of 
Corporations has had access to all the price records of the leading 
packing companies, and also to all the accounts and records, except- 
ing car line accounts, regarding other important factors which affect 
this margin and which determine the profits of the packers. The 
reasonableness of the prices paid by the packers for cattle and the 
prices charged by them for beef can not be judged from a mere com- 
parison of the margin between the two, but can only be determined 
by complete knowledge of the profits of the business. 

The Bureau has obtained, from the original cattle-killing books of 
the packers for at least one and usually for several plants at each of 
the five leading packing centers, the total live weight and live cost 
of all cattle killed from month to month since 1902, and for one plant 
at each point since 1898. In addition, the total weight and cost of 
particular classes of cattle have been ascertained for one or more plants 
in each packing center. The net prices received for all beef shipped 
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from the most important plants have been ascertained in the case of 
the Armour, Swift, and Schwarzschild & Sulzberger companies for a 
period of two years, while for all six of the leading packing compa- 
nies the average prices received for all beef sold in important selected 
cities and towns have been compiled for a series of years. 

All the statistics taken from the books of the companies were checked 
in the most thorough manner. Totals selected at random were verified 
by the items. Many typical bunches of cattle have been traced from 
the time of purchase to the time of sale as dressed beef, thus obtaining 
accurate information from original records of costs, of actual selling 
prices, and of ultimate profits. In many cases the statements of cat- 
tle purchased by the companies were compared with accounts of the 
commission houses through whom the cattle were sold. The various 
checks thus employed insure the absolute accuracy of the figures. 

There are many classes and grades of cattle, differing widely in char- 
acter and price. The average price of all cattle killed may fall from 
one period to another merely because a larger number of low-grade 
Animals come to market, the price for cattle of a given quality remain- 
ling unchanged. Every Fall there is a great influx of Texan and Western 
fgrass-fed cattle from the ranges and ranches, and the low price which 
they command depresses the average for all cattle, and at times directly 
lowers also the price of the higher grades of cattle. These grass-fed 
cattle produce a smaller proportion of beef than corn-fed cattle, and 
this beef is of inferior quality, while the value of their by-products is 
usually less in proportion to the live weight than in the case of corn- 
fed cattle. 

Similarly, changes from 3^ear to year in the percentage of beef 
obtained from cattle and in the quantity and prices of by-products 
necessarily affect cattle prices. 

The following table compares the average prices of cattle and of 
beef by semiannual periods since 1898. The price of cattle represents 
a properly weighted average of all cattle killed at one plant each in 
Chicago, South Omaha, East St. Louis, and South St. Joseph. The 
pri(5e of beef represents the average, weighted according to popu- 
lation, of all the beef sold by one of the leading western packers at 
nine eastern markets, namely. New York, Boston, Philadelphia, Chi- 
cago, Pittsburg, Baltimore, Washington, Newark and East Orange 
combined, and Providence and Pawtucket combined, reduced to a pack- 
ing point basis by the subtraction of the expense of freight, icing in 
transit, and loss due to shrinkage, but not deducting commissions of 
selling houses and agencies. 



SUMMARY. 



XXV 



Comparisan of prices of dresfted beef slaughtered by one packer ecuih at Chicago^ Omaliay 
East St. LouiSj and St. Joseph^ combined^ weighted according to total slaughter in said 
cUieSj with the price of dressed beef sold by a leading packer at cities^ weighted accord- 
ing to population^ by semiannual periods^ 1898-1904- 



Period. 



Packing point basis. 



18»- 

Janoary to June. . . 
July to December . 

\m- 

January to June. . . 

July to December . 
1900- 

January to June. . . 

July to December . 
1901— . 

January to June. . . 

July to December . 
1902- 

January to June. . . 

July to December . 
1903— 

January to June. . . 

July to December . 
1904— 

January to June. . . 



Weighted 

average 

price of 

beef sold by 

a leading 

packerat9 

citiea.a 


Weighted 

average 

live pnce 

of cattle, 

1 packer 

each, 4 

packing 

centers 

combined, b 


$6.53 
6.90 


94.21 
4.09 


7.00 
7.34 


4.51 
4.45 


6.88 
7.22 


4.59 
4.34 


7.07 
7.13 


4.61 
4.39 


8.32 
7.39 


5.41 
4.37 


6.59 
6.47 


4.38 
3.89 


6.71 


4.31 



Differ- 
ence. 



S2.32 
2.81 

2.49 
2.8^ 

2.29 

2.88 

2.46 
2.74 

2.91 
3.02 

2.21 
2.58 

2.40 



a Weighted according to population. 

b Weighted according to total slaughter in Chicago, Omaha, East St. Louis, and St. Joseph. 

The prices of beef shown here and elsewhere in this report are car- 
cass prices, representing the average amount received for all the dif- 
ferent cuts of beef taken together, and they do not, therefore, cor- 
respond at all closely with the prices of some of the finer cuts with 
which alone some purchasers are familiar. There is a very wide vari- 
ation in the prices of different cuts, some selling for much less than 
the average carcass price, and others necessarily selling for much more 
than the average. 

If a packer cuts up a carcass which be would sell whole for 6 cents 
a pound, he may have to charge 10 or 12 cents for the ribs and loins, 
because for the chuck, plate, shank, and certain other parts he will get 
only from 3 to 5 cents per pound. Moreover, the retail butcher must 
adopt the same policy; indeed, in his hands the gradation of prices 
becomes much more marked. For porterhouse steak out of a carcass 
costing him 6 cents he may have to charge 18 cents, even in addition 
to his operating expenses and profit, simply because part of the loin is 
waste or commands a much lower price. Wholesale carcass prices of 
beef can never be judged by the prices of particular cuts. 

As shown below, the changes in the margin between cattle prices 
and beef prices give little information as to changes in the profits of 
the packers. It should be noted, however, that the tabl^ skoN^^ tVvAl 
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the mar^jfin on beef, instead of being unusually high during 1903, as 
popularly believed, was for each half of that year lower than the 
margin for any corresponding half year since 1898. The increase in 
the margin for the second half of 1903 over the first half was no greater 
than the similar change in other years. 

More complete statistics for the period since 1902, covering the 
total killings of cattle at most of the packing plants in the five 
leading western markets and the sales of beef at 24 cities having a 
total population of about 10,000,000, confirm the statistics in the above 
table. The margin shown on the wider basis is $2.81 per hundred- 
weight for January to June, 1902; $2.83 for July to December, 1902; 
$2.14 for January to June, 1903; $2.41 for the second half of 1903, 
and $2.33 for the first half of 1904. 

The table shows that the margin between the prices of cattle and 
of beef was higher in 1902 than at any other time since 1898. This 
by no means indicates that the profit of the packers was unusually 
great in that year. This may readily be appreciated when it is remem- 
bered that on the average only from 54 to 57 per cent of the live 
weight of cattle constitutes dressed beef. Although the value of the 
by-products derived from the remainder of the animal is a very impor- 
tant factor, it is always in the aggregate much less than the live cost 
of that part of the animal. Consequently, when the price of cattle is 
high there must be a wider margin between the prices of cattle and 
' of beef in order to make up for the cost of the oflFal in the live animal. 
The proportion of the value of by-products to live cost being constant 
and other things being equal, the margin between live cost and the price 
of beef should, in order to maintain a uniform profit, represent 
approximately a uniform percentage of the live cost from period, to 
period. 

In order to understand the variations from one year to another and 
from one semiannual period to another in the margin between prices 
of cattle and of beef, it is necessary to take into account not only the 
changes in the percentage of beef derived from the live weight, but 
also changes in otl^er important factors. The variations which have 
taken place in the cost of operation, in freight charges between pack- 
ing plants and consuming points, and in local selling expenses have not 
been sufficient to very materially affect margins. On the other hand, 
the value of by-products has varied greatly; and, since the difference 
between the maximum and minimum value of by-products per head 
during the past two or three years has much exceeded the total profit 
of the packers, these changes have necessarily had a powerful influ- 
ence on the margin between cattle and beef. 

Thus the price of hides, the most important by-product of cattle, 
which was at tl^e maximum in 1902, declined sharply in 1903 and 1904. 
The average price received for all hides sold by the Armour, Swift, 
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and Schwarzschild & Sulzberj^er coinpanic^s fi'oni 10 packing plants 
fell frofii 11.8 cents in the second half of 11)02 to 1).7 cents in the sec- 
ond half of 11)08, representing a decline in the net value of the hide 
per head from $0.93 to $5.79. 

The prices of the oleo oil and stearin derived from the fat of cattle 
were also at their highest level in 1902, and partly as the result of 
anti-oleomargarine legislation they fell i*apidly in the summer of 1903. 
Thus the average price received for stearin by the three packers named 
was 13.4 cents in the second half of 1902 and only 7.1 cents in the 
second half of 1903. The total net value of fat for the three packers 
declined from $3.53 per head for July and December, 1902, to i^2.24 for 
the corresponding period of 1903. 

The value of the other by-products of cattle, which altogether are 
worth a little over $1.50 per head, has not varied sufficiently to affect 
the margin between the prices of cattle and beef in an important degree. 

The table showing the movement of cattle and beef prices since 1898 
indicates that the conditions in 1902 were quite abnormal, and that 
the cattle prices of 1903 and 1904 should not be judged by a com- 
parison with the year immediately preceding. 

The steady prosperity of the years from 1899 to 1902 led, appar- 
ently, to a considerable increase in the per capita consumption of beef. 
The number of cattle slaughtered at the western packing centers 
increased year by year up to and including 1901. The prices of cattle 
rose slowly. 

The corn crop of 1901, however, was exceptionally poor, both in 
quantity and quality. The average price of corn on the Chicago Board 
of Trade rose from 42^ cents during the first half of 1901 to 61 cents 
during the first half of 1902. The comparative failure of the corn 
crop tended to reduce the number of cattle bought for feeding in the 
winter of 1901. It also induced many cattle feeders to send their 
stock to market in a half -fat condition, thus reducing the average 
weight of cattle and the average percentage of dressed beef to live 
weight. 

The number of cattle slaughtered at the five leading western pack- 
ing centers during the first half of 1902 decreased only about 1 per 
cent as compared with the first half of 1901, but the total live weight 
of the cattle slaughtered is computed to have decreased 4.4 per cent, I 






and the computed dressed weight of the cattle slaughtered decreased i 
considerably more. In the face of the strong demand the price of 
cattle was forced to the highest level ever known. The high prices of 
beef, which caused so much complaint among consumers at this time, 
were attributable wholly to these abnormal cattle prices. 

A great change in conditions of the cattle market took place in 1903. 
The complaints of consumers of beef gave place to complaints of cattle 
raisers. The high prices of 1902 had induced maiiy caXXXeoifew X» ^^1 
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high prices for feeder cattle. By December, 1902, many cattle thus 
purchased had begun to come into the market. Both sellers and buyers 
were now able to foresee a continued heavy supply. Prices accord- 
ingly broke sharply. Many who had paid high prices for feeder 
cattle, and who were paying still relatively high prices for corn, were 
forced to send their cattle to market immediately on account of the 
calling of loans. A large proportion of the cattle feeders of the Mis- 
sissippi Valley, beyond question, lost money during 1903. 

The lower level of prices continued throughout the year and during 
the first six months of 1904, little change appearing except the usual 
seasonal fluctuations. While there has been some slight advance in 
prices since May, 1904, the prevailing level is still not much higher 
than in 1903. 

The fall in the prices of cattle in 1903 was very clearly the result of 
the law of supply and demand. The number of cattle killed in the 
five leading western markets during the first half of 1903 was more 
than 15 per cent greater than during the first half of 1902, and on 
account of the increased size of the cattle the quantity of beef derived 
from those killed increased 22 per cent. The second half of the year 
1903 showed an increase in the quantity of beef derived from the cattle 
killed at these markets of about 10 per cent. 

The price of beef, far from remaining at the high level of 1902, 
fell during 1903 by a larger absolute amount and by about the same 
percentage as the price of cattle. 

In a supplementary report to be published later there will be pre- 
sented the substance of the large amount of information which the 
Bureau has obtained with regard to the conditions of the cattle busi- 
ness during the past few years, the changes in the cost of production 
the eflect of the changes in prices upon the profits of the cattlemen, 
and the outlook for the future. 

While statistics of the character above presented serve to explain in 
a general way the movement of the prices of cattle and of beef and the 
margin between them, precise knowledge of the influence of the great 
packing companies on prices can be obtained only from the considera- 
tion of much more numerous factors and from the ascertainment of 
their actual profits in the beef business. 

In order to make certain of the accuracy of the results the Bureau 
adopted a double method of ascertaining profits. In the first place, 
it compiled from the detailed records of leading packers exact figures 
of the weights and costs of cattle, the quantity of beef, and all other 
products derived from them, the sales and transfer values of such 
products, and the expense of producing and selling them. The figures 
used were checked in selected cases by the items on which they were 
based. From these elements the Bureau computed the profit of each 
of the packers under consideration and of all together. 



SUMMARY. XXIX 

In the second place, the figures thus independently reached were 
compared directly with the bookkeeping profits shown b}^ the financial 
statements of the companies. On account of the form of the records of 
the other packers the detailed computation of profits could be made only 
for Swift & Co., Armour & Co., and the Schwarzschild & Sulzberger 
Company. The examination of the bookkeeping profits, however, 
was made also for Morris & Co. and the Cudahy Packing Company. 
The method of computing profits from detailed statistics was essen- 
tially as follows: 

The plants included were the Chicago, Kansas City, South Omaha, 
East St. Louis, and South St. Joseph plants of Swift & Co., the Chi- 
cago, Omaha, and the East St. Louis plants of Armour & Co., with a 
part of the product of the Kansas City and Fort Worth plants of that 
company, and the Chicago plant of the Schwarzschild & Sulzberger 
Company. Other plants were omitted on account of the difficulty or 
impossibility of obtaining records of a satisfactory character. The 
number of cattle covered by the computation, however, was about two- 
fifths of the total number killed by all six of the companies under con- 
sideration, and probably fully half of the dressed beef which they all 
produce. 

The absolute figures of the live weight and live cost of all dressed 
beef cattle (together with a moderate number of cutter cattle killed by 
Swift & Co., and a small number of cutter and canner cattle killed by 
the Schwarzschild & Sulzberger Company) were ascertained from the 
killing records. 

The actual cost of operation and administration of the cattle and beef 
departments at each plant was ascertained from the bookkeeping records. 
The actual weight of hides derived from the same cattle at each plant 
during each period was ascertained, and the shrunk weight computed on 
the basis of the actual average shrinkage of all hides sold at that plant 
during that period. This weight was multiplied by the true average 
price received for all hides sold, and the gross value thus ascertained 
was reduced by the average cost of handling hides shown by the books. 

The total weight of fat derived from the same cattle at each plant 
was ascertained from the books. The percentage of yield of oleo oils 
and stearin from fat for each plant was then obtained and applied to 
these weights. The quantities of the various oleo products thus com- 
puted were multiplied by the actual average prices received for the 
respective products sold during the same period of time, and the cost 
of production, as shown by the books, was deducted. 

The quantity of the various minor by-products of cattle was obtained 
in part from tests of selected numbers of cattle and in part from book- 
keeping figures. To these quantities were applied the actual selling 
prices, or the transfer prices charged by the companies for raw mate- 
rial sent from tbeir cattle departments to tYie \«lt\o\x% \i^-Y^c^§y^xRX» 
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departments. The reasonableness of the values fixed upon such raw 
material was established by careful examination of the results of the 
further manipu^lation or manufacture of the several by-products and 
of the profits of the departments handling them. 

The actual quantity of dressed beef derived during each period from 
the cattle covered by the statistics was ascertained directly from the 
killing records. The aggregate weight of dressed beef for each com- 
pany was then multiplied by the true average price, net at the pack- 
ing plant, received for all beef sold from the selected plants during 
the same period. A small part of the beef included in the computa- 
tion is transferred by two of the companies to their own curing and 
freezing departments. On this beef the actual transfer price was 
used, but the reasonableness of the price was established by examina- 
tion of the profits of the departments receiving this material. 

The results of this computation for the Armour, Swift, and Schwarz- 
schild & Sulzberger companies were as follows: 

During the year from July, 1902, to June, 1903, these packers slaugh- 
tered at the selected plants 2,017,864 cattle. The average live weight 
of these cattle was 1,092 pounds and the actual average cost $4.45 per 
hundredweight, the cost per head being $48.58. The cost of operation 
and administration at the packing plants averaged $1.90 per head, 
making the total cost $50.48. The weight of the beef derived from 
these cattle was equal to 55.68 per cent of the live weight, or 609 
pounds per head. The average net selling price of the beef was $6.47 
per hundredweight, or $39.32 per head. The net value of by-products 
from the cattle was $11.96 per head, making the total proceeds $51.28 
per head. This showed an average profit of 80 cents per head, or 13.1 
cents per hundredweight of dressed beef. 

For the year from July, 1903, to June, 1904, the computation covered 
2,013,658 cattle. The average live weight was 1,115 pounds, and the 
average cost at $4.15 per hundredweight was $46.23 per head, the total 
cost, including killing, etc., being $48.19. The average selling price 
of the beef was $6.25, or $39.26 per head, the average dressed weight 
being 629 pounds. The net value of by-products was $9.75 per head, 
or more than $2 per head less than in the preceding year. The total 
proceeds of the beef and by-products were $49.01, leaving a profit of 
82 cents per head, equal to 13.5 cents per hundredweight of dressed 
beef. 

In the same way in which the proceeds were computed for the three 
companies combined, they were also computed for each company sep- 
arately. It is a confirmation of the correctness of the methods pur- 
sued that for the year from July, 1903, to June, 1904, the difference 
between the company showing the lowest computed profit and the com- 
pany showing the highest computed profit was only 18 cents per head. 

The precise statistics on which the above computations are based 
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make it possible to understand, as can not be done from any less com- 
plete material, the relation between the live price of cattle and the 
selling price of beef, and the influences affecting the margin between 
them. The following table shows the true average selling price of all 
beef for the selected plants of the Armour, Swift, and Schwarz&child 
& Sulzberger companies covered by the computation of profits, and 
the live cost of cattle entering into this beef, with the margin between 
them. 

It shows also the fundamental elements affecting that margin, namely, 
the exact dressing percentage of these cattle and the actual value of 
the by-products. For convenience in interpreting the statistics the 
live cost of the cattle has been reduced to the basis of dressed weight 
by dividing the price on the live weight ))y the dressing percentage, 
and the value of by-products has also been reduced to the basis of 
dressed weight by dividing the value per head by the average dressed 
weight per head: 

Comparison of prices of cattle and beef, and the hading factors affecting the margin 
between them, for three leading companies, by semiannual periods, July, 1902, to June, 
1904. 



> 

Selling price of beef 

Live cost of cattle 

Margin 

Dressing percentage 

Live cost of cattle per 100 pounds dressed weight . . . 
Value of by-products per 100 pounds dressed weight 



1902, July 


) 903, Jan- 


1903, July 


to De- 


uary to 


to De- 


cember. 


June. 
$6.37 


cember. 


$6.58 


$6.06 


4.51 


4.40 


4.02 


2.07 


1.97 


2.04 


54.77 


56.70 


56.19 


8.23 


7.76 


7.15 


2.09 


1.85 


1.53 



1904, Jan- 
uary to 
June. 



$6.43 
4.28 
2.15 

56.72 
7.55 
1.57 



This table shows a margin between the hve price of cattle and the 
selling price of beef somewhat more uniform than appears in the table 
on page xxv. The reason for this greater uniformity in margin is that 
the present table includes the price of all beef, which varies broadly 
with the price of all cattle, while the price of beef shown in the former 
table applies to selected Eastern cities in which the quality and price 
of the beef consumed is more nearly uniform than for the country as 
a whole. 

The importance of the relation between the dressing percentage and 
the margin is indicated by the fact that the live cost of cattle per 100 
pounds of dressed beef shows a much greater variation than the live 
cost of cattle based on the live weight. Thus, while the first half of 
1903 shows a fall in the live price of cattle of only 11 cents per 100 
pounds as compared with the previous half year, the live cost of cattle 
per 100 pounds of dressed weight fell 47 cents, so that the decrease in 
the margin between cattle and beef during the first half of 1903 is 
entirely misleading. 
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Again it will be seen from the table that the margin between cattle 
and beef during the first half of 1904 was 18 cents per 100 pounds 
greater than during the first half of 1903. The apparent increase in 
the profit of the business which might be supposed to follow from this 
change in the margin was fully offset by the sharp decline in the value 
of by-products, which amounted to $1.85 per 100 pounds of dressed 
beef during the first half of 1903 and to only $1.57 during the first 
half of 1904. 

For the entire period from July, 1902, to June, 1903, the true aver- 
age margin between the live cost of cattle killed by the three com- 
panies at their leading plants was $2.02 per 100 pounds, and for the 
succeeding twelve months it increased to $2.10 per 100 pounds. As a 
matter of fact, as shown by the above computation of actua-1 profits, 
this increase in the margin did not in corresponding degree increase 
the profits, which averaged, as nearly as it is possible to compute them 
from detailed statistics, 13.1 cents per 100 pounds of dressed beef in 
the first period mentioned and 13.5 cents in the second period. 

On account of certain minor imperfections in the records employed 
in these computations it was scarcely to be expected that they would 
show precisely the same profits as the bookkeeping accounts of the 
companies. The Bureau has examined with the greatest care the 
financial statements of the departments handling cattle, dressed beef, 
cut beef, hides, and oleo products for the Armour, Swift, and Schwarz- 
schild & Sulzberger companies. Since the hide and oleo departments 
of some of the companies handle products other than those derived 
from dressed-beef cattle, it was necessary to make certain estimates of 
the proportion of the profits assignable to such cattle. The cattle 
departments of the several companies are credited with the value of the 
minor by-products sold or used as raw material by other departments, 
so that the accounts of the departments named cover the entire profits 
which the packers consider to be assignable to the beef business. 

It was found that for the year from July, 1903, to June, 1904, the 
bookkeeping profit of the three companies named, for the same plants 
as were covered by the detailed computations, in each case somewhat 
exceeded the computed profits. The greatest difference was 30 cents 
per head. The true average of the bookkeeping profits of the three 
companies for the twelve months named was 99 cents per head, or 17 
cents higher than the computed profit. 

This close parallelism in the results of the two methods of ascertain- 
ing the profits confirms completely the correctness of the general con- 
clusions. Those conclusions are still further strengthened by the fact 
that the bookkeeping profits of Morris & Co. for the same year cor- 
respond quite closely with those for the Armour, Swift, and Schwarz- 
schild & Sulzberger companies. 

The examination of the profit statements of the packers for the 
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period prior to July, 1903, was somewhat less thorough than for the 
year from July, 1903, to June, 1904. Tthe accounts of Armour & Co. 
and the Schwarzschild & Sulzberger Company for the earlier period 
were, however, examined with sufficient thoroughness to confirm gen- 
erally the accuracy of the computation of profits for the twelve months 
from July, 1902, to June, 1903. 
It appeared further from the profit statements of these packers and 
■ of Morris & Co. that the year 1902, instead of being one of exorbitant 
profits, as has been commonly supposed, was less profitable than usual. 
In fact during the months when the prices of beef were the highest, 
some, at least, of the leading packers were actually losing money on 
every head of cattle slaughtered. It was not possible to advance the 
prices of beef in full proportion to the great advance in the prices of 
' cattle at that time. 

There can be no question that the above figures for the bookkeeping 
profits of the beef business of the year 1903-4 represent the true prof- 
its, as nearly as it is possible for the packers themselves to determine 
them from their books, on the strictly beef business. It is not denied 
by the packers that they derive some additional profit from two other 
sources which are indirectly connected with the beef business proper. 
In the first place, as above stated, the values of the minor by-products, 
which enter alike into the computation of profits made by the Bureau 
of Corporations and into the bookkeeping accounts of the cattle 
departments of the several companies, are for the most part the trans- 
fer values fixed upon such by-products as raw material for further 
manufacture in other departments of the business of the same com- 
panies. Some profit is derived from the further elaboration of these 
materials. The packers hold, however, and with much reason, that 
this additional profit does not belong essentially to the beef business. 
The most important of the auxiliary departments to which these 
by-products are transferred are those which, under various names, 
make fertilizers, sausage casings, pickled tripe, glue, sawn shin bones, 
pickled and smoked tongues, and still more highly elaborated articles. 
All these businesses are conducted extensively by concerns which are 
in no way engaged in the packing business. The raw material sent 
by the packers from their killing floors to auxiliary departments is 
such as for the most part has a recognized market value, and to this 
market value the packers conform closely in fixing their transfer 
charges from the cattle department. It is obviously to the interest 
of the companies that these transfer charges should not be less than 
the reasonable value of the various articles as raw material, since 
otherwise they would deceive themselves and the managers of their 
by-product departments by an apparently excessive profit in those 
departments. 

H. Doc. 382, 5an3 3 
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As a matter of fact, a thorough examination by the Bureau of the 
profit statements of the various departments to which material from 
the cattle is transferred showed that the profits are very reasonable. 
It is not possible to ascertain exactly how much the packers finally 
make from raw material derived from the cattle, because it becomes 
inextricably intermingled with large amounts of similar material 
derived from hogs and sheep, or purchased from outside sources. 
According to the most careful estimates which could be made with 
regard to the proportion of the profits of by-product departments 
assignable to the material furnished by the cattle, it appears cer- 
tain that the additional profit derived by the packers, over and above 
the transfer prices credited to their cattle departments, can not exceed 
at the outside 25 cents per head for all cattle slaughtered. 

In the second place, the packers obtain a profit from the mileage on 
private cars transporting their beef and other packing-house products. 
The amount of this profit has not been accurately ascertained by the 
Bureau. It is, however, easy to state approximately the limits within 
which the possible profits of private cars which carry beef must fall. 
The prevailing rate of mileage allowed by most railroad companies for 
the use of refrigerator cars is three-fourths of a cent per mile for 
both loaded and empty cars. The average distance to which beef i« 
transported from the packing house before consumption does not 
exceed 800 miles, and the mileage paid by the railroad companies on a 
trip of that length would usually be $12 per round trip. The average 
car of dressed beef weighs not less than 20,000 pounds, so that the 
total mileage received on cars transporting beef would not exceed 6 
cents per hundred pounds of beef. 

The estimates of the Bureau indicate that at least one-third of the 
receipts from mileage would be required for expense of administra- 
tion and repairs and for normal depreciation on ears, leaving not 
more than 4 cents per 100 pounds of dressed beef as the total return 
to capital invested in private cars handling that product. This is equal 
to about 25 cents per head of cattle. Presumably the proper way of 
looking at the matter would be to consider such part of this sum as 
exceeds a reasonable interest upon the cost of the cars as being, in a 
way, assignable to the dressed-beef business. 

It follows that in addition to the profit on cattle shown by the books 
of the packers, about $1 per head, there may be an additional profit, 
more or less connected with the beef business, not to exceed at the 
outside 50 cents per head. 

Indirect evidence that the profits of the packers in their beef busi- 
ness are less than is frequently supposed may be drawn from the rela- 
tion between the total profits of certain companies and the total 
amount of their sales, including hog and sheep products, and many 
others less important, as well as beef. Thus, for the year 1904, the 
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sales of Swift & Co. slightly exceeded *2OO,000,00() and the profits 
of the com pan}, according to its annual financial statement, were 
$3,850,000, including the profit on private cars, or about 1.9 per cent 
of the volume of business. During the three years, 1902, 1903, and 
1904, the profits of thi^ company have in no case exceeded 2 per cent 
of the sales. 

Again, the general financial statement of Cudahy Packing Company 
shows for the year 1904 660,000,000 pounds of products of all sorts 
shipped and sold from the packing houses, and a profit, including that 
on car lines, of ^927,969, or less than one-seventh of a cent per pound. 
The sales during the same year were $50,828,639, the profit represent- 
ing thus 1.8 per cent of the volume of business. 

PRIVATE CAR LINES OF LARGE PACKING HOUSES. 

Owing to the extensive investments of the large packing houses in 
private car-line services, there is presented an approximate statement 
of the profits in this branch of the business. 

The six large packing companies especially discussed own about 
25,000 cars, most of these being of the refrigerator type. In calcu- 
lating the profit on the operation of these cars the Bureau has first 
collected from the tax returns of various States figures showing the 
actual car mileage, i. e. , distance traveled by the cars of the respective 
companies, and such other data as were available from State records. 
Testimony in regard to private cars before the Interstate Commerce 
Commission and before committees of Congress, of which a large 
amount has been taken in the past year, has been digested. In addi- 
tion the Bureau has obtained statements from several car-line compa- 
nies not controlled by any of the large packing concerns under dis- 
cussion, and from other sources. 

The data so collected show that the mileage payment on refrigerator 
cars is generally three- fourths of a cent per mile, but in a considerable 
territory it is 1 cent per mile, these payments applying in nearly every 
instance to both loaded and empty cars. The Bureau, for reasons 
shown in the text, has adopted an average rate of 0.7875 cents per car 
mile, which is probably a little too conservative. The total cost of 
maintaining a refrigerator car, including repairs, taxes, and a 6 per 
cent allowance for depreciation, has been computed at $115 per car 
per year. 

On the basis of these calculations the net profit, from mileage alone, 
on the operation of a representative refrigerator car in the packing- 
house industry appears to range from about 14 per cent to above 17 
per cent per year on an average cost of $1,000 per car. It is possible 
that the allowance made by the Bureau for repairs is a little too low, 
bat it may be noted that the actual returns of one private car line, 
that of the Cudahj Packing- Company, show a net pio^il ou ^iXi^ otv^\\\^ 
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investment of 22 per cent in 1902, of 20 per cent in 1903, and of 17.7 
per cent in 1904. The mileage rate of this company, however, was 
higher than the average rate of 0.7875 cent, adopted by the Bureau, 
while the avemge original cost of the cars of this company was some- 
what less than $1,000, the average figure used by the Bureau in its 
calculations; the returns also covered a few tank cars. The figures of 
this company, therefore, can not be regarded as fairly representative. 
There is reason to believe that the net profit of some private car 
lines in the packing-house industry is considerably smaller. In a gen- 
eral way, however, the computations of the Bureau indicate that the 
profit on the operation of private refrigerator cars on mileage alone is 
a liberal one. No attempt is made to discuss this subject except in its 
connection with the packing-house industry, and in handling packing- 
house products the only receipts of the car lines are those from mileage. 
The operation of private car lines in the fruit trade has been the subject 
of extended investigation by the Interstate Commerce Commission. 
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CHAPTER I. 



OEHEEAL DESCBIPTION OP THE SLATJOHTEBINO AND PACKING 

INDUSTEY. 

In order properly to understand the following discussion of the 
alleged combination among the great Western packing concerns it is 
essential to take at the outset a brief general survey of the meat 
slaughtering and packing industry. 

I. CAUSES OF THE WESTWARD MOVEMENT OF THE SLAUGHTEB- 

ING INDUSTEY. 

Section 1. Introduction. — At the present time a large propor- 
tion of the supply of both fresh and cured meats for the whole 
country is produced by huge establishments situated in a compara- 
tively few cities in the Middle West. In the early days, on the 
other hand, cattle, hogs, and sheep were for the most part slaughtered 
at or near the places where their flesh was consumed. The most impor- 
tant of the causes which have brought about this great change in the 
meat industry are the following: / 

(a) Westward movement of the live-stock industry, and the conse- 
quent increase in the distance separating the place of productiop:''of 
live animals from the place of consumption of a large part of the meat. 

(J) Improvement in methods of preserving and transporting meats, 
especially the introduction of refrigeration. 

(c) Economies and advantages of marketing live stock at a few Cojia, 
centers, and of slaughtering in large establishments. While the possi- cJ\ 
bility of securing these advantages was a cause tending to drive the 
packing industry toward the West, they are also, of course, to be (r^^^ 
viewed as results of the concentration of the industry in Western 
centers, and they are accordingly discussed in that connection. m,c^ 
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The influence of the other two factors is more fuilv set forth in the 
following sections: 
Section 2. Westward movement of the live-stock industry. — 

The development of manufacturing industry in our Eastern States 
and the consequent rapid growth in their population long since 
brought it about that the farms of those States could not supply their 
people with agricultural products. The West has become more and 
more each decade the source of raw material for the nation's food 
supply. This is even more true of live stock than of grain. The 
center of live-stock production has steadily moved toward the West. 
The increased demand for agricultural foods has necessitated resort 
to more intensive methods of cultivation and has led to the conversion 
of pastures into cultivated fields. The raising of cattle and sheep, 
which, more than that of swine, demands grazing land, has been 
steadily pushed westward, till at present the great pastures of the 
country are 2,000 miles or more from the eastern seaboard. The 
center of the production of corn and hay has moved from the 
Eastern States to the fertile prairies of the Mississippi Valley, and 
that section has therefore become the chief source of supply of the fat 
cattle and hogs which are fed upon these crops. With the increasing 
demand for meats in the great cities of the- East, it has been necessary 
to bring a constantly growing proportion of the supply from long dis- 
tances. Naturally it was sought to reduce the cost of transportation, 
so far as possible, by substituting dressed meats for the more bulky 
and less valuable live animals. The slaughtering business thus tended 
to move westward with the live-stock industry. 

The imperfection of the earlier statistics of live stock makes it 
impossible to show adequately by figures the extent of the change in 
the geographical distribution of the stock-raising business. Some 
comparison betw^een 188() and 1900 may be made from census returns, 
although, as more fully explained in the census report of 1900, the 
data of 1880 were not collected on precisely the same basis as those of 
the last census, and are probably far from accurate. (Census of 1900, 
Vol. V, p. clxii.) The census figures for all cattle combined fail to 
give a true idea of the distribution of the cattle intended for food, 
for of the 52,489,237 neat cattle (exclusive of calves) reported on 
farms and ranges in 1900, no less than 17,139,074 were dairy cows 2 
years of age or older; and because of the impossibility of transporting 
milk over long distances, the proportion of the total number of dairy 
cows found in the Eastern States is much greater than the proportion 
of the total number of beef cattle found in those States. The follow- 
ing table shows, for 1880 and 1900, the number of all cattle (excluding 
calves less than 1 year old), reported on farms and ranges in each 
of the grand geographical divisions of the country, with a further dis- 
tinction between the States of the two central divisions which lie east 
and west of the Mississippi Kiver, respectively: 
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Table 1. 



GEOGRAPHICAL DISTRIBUTION OF CArfLK OX FARMS AND RANGKS. 1880 

AND 1900. 
[Compiled from (^cn-sus of 1900, Vol. V, page clxiii.] 



OeoRraphical division. 



Number, Number, ,, 
1880, in , 1900, in ]y,[' 



North Atlantic 

South Atlantic 

North Centra] : 

East of Miasissippi River . . 

West of Mississippi River «« 
South Central: 

East of Mississippi River h. 

West of Mississippi River. . 

Western 

Alaska and Hawaii 



thou- 
sands. 



6,797 
3, 962 

7, r.29 
8. 206 

3, 6()7 
6,149 
4, 377 



thou- 
Htinds. 



of total, 

1S80. 



Per cent 

of total, 

1900. 



Total, States east of Mississippi River 20, 946 | 

Total, States west of Mississippi River 18. 731 i 



6,082 
3,490 


14.6 
10.0 


9.7 
6.7 


7,888 
16,422 


19.2 
20.7 


16.0 
29.4 


3,230 

10,593 

6,699 

86 


9.0 
16.5 
11.0 


6.2 
•20.2 

1 12.8 






19,690 
32,799 


52.8 
47.2 


37.6 
62.4 



United States, total 39,676 62,489 ; 

''InchuliuK l^niisianu. 



100.0 



100.0 



a Including Minnesota. 

It will be seen from Table 1 that practiciilly the only sections of the 
country in which there was an increase in the number of cattle between ^ 
1880 and 1900 were those west of the Mississippi River. In those 
sections the number rose 75 per cent in the twenty ^^ears. The States 
east of the Mississippi River showed an absolute decrease in the num- 
ber of cattle during this period. 

In 1880, 47.2 per cent of the cattle were found in the States west of 
the Mississippi River; in 1900, the proportion had increased to 62.4 
per cent. 

A better idea of the extent to which the industry of raising beef 
cattle is now confined to the more western States ma}' be gained from 
the figures of the census of 1900, shownng separatel}^ the number of 
steers 1 year of age and over and the num])er of cows 2 years of 
age and over not used for dairy purposes. The statistics for such 
cattle on farms and ranges, by grand div^isioni^, are as follows: 

Table 2.— GEOGRAPHICAL DISTRIBUTION OF LEADING CL.\SSES OF BEEF CATTLE ON 

FARMS AND RANGES, 1900. 

[Census of 1900, Vol. V, pp. clii, cliv.] 



Geogrraphical division. 



North Atlantic 

South Atlantic 

North Central: 

East of Mississippi River. 

West of Mississippi River 
Sooth Central: 

East of Mississippi River. 

West of Mississippi River 

Western 

Alaska and Hawaii 



Total, States east of Mississippi River 
^»tal. States west of Mississippi River 

United States, total 



Steers 1 yea 
ana ov 

Number. 


r of age 
er. 

Per cent 
of total 

for 
United 
States. 


Cows 2 years of age 
and over, not used 
for dairy purposes. 


Number. 

221,869 
642.080 

519, 889 
2,766,175 

:i88, 263 

4,224,135 

2, 796, 783 

32,948 


Per cent 
of total 

for 
United 
States. 


367,809 
928, «07 

2,030,171 
5,665,603 

883,683 

3,386,183 

1,968,170 

38,15(i 


2.4 
6.1 

13.3 
37.1 

6.8 

22. 2 

12.9 

.3 


L9 
6.5 

4.5 
23.9 

3.3 

36.4 

24.1 

.3 


4,210,470 
11,047,072 


27.6 
72.4 


1,772,101 
9,820,041 


15.3 
84.7 


15,257,542 


i 100.0 


\ \\,b^I,\\'I 


\ \'5*i.^ 
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It appears from the table that the populous North Atlantic States 
contained in 1900 little more than 2 per cent of the steers and non- 
dairy cows of the country, and that 72.4 per cent of the steers and 
84.7 per cent of the nondairy cows were found west of the Mississippi 
River. 

Table 3 compares the geographical distribution of swine for the 
census years 1880 and 1900. 

Table 3.— GEOGRAPHICAL DISTRIBUTION OF SWINE ON FARMS AND RANGES, 1880 AND 

1900. 

[Compiled from Census of 1880, Abstract, pp. 103-106; Census of 1900, Vol. V, p. ccxxl.] 



Geographical division. 



North Atlantic 

South Atlantic 

North Central: 

East of Mississippi River. . 

West of Mississippi River . 
South Central: 

East of Mississippi River. . 

West of Mississippi River. 

Western 

Alaska and Hawaii 



Total, States east of Mississippi River . 
Total, States west of Mississippi River. 



United States, total 



Number 

1880, in 

thousands. 



2,621 
5,692 

13,591 
J4,062 

7,423 
3,515 

877 



29,227 
18,454 



47,682 



Number 

1900, in 

thousands. 



2,322 
5,563 

16,047 
24,427 

7,434 
5,614 
1,461 

8 



31,366 
31,510 



62,876 



Per cent 

of total, 

1880. 



5.1 
11.5 

27.3 
29.2 

14.9 
9.6 
2.4 



58.8 
41.2 



100.0 



Per cent 

of total, 

1900. 



} 



8.7 
8.9 

25.6 
38.9 

11.8 
8.9 

2.3 



49.9 
50.1 



100.0 



The table shows that much the greater part of the increase in the 
number of swine from 1880 to 1900 was in States west of the Missis- 
sippi. Those States had 38.7 per cent of the total number of swine 
reported in 1880 and 50.1 per cent of the total reported in 1900. 

In Table 4 is similarly presented the geographical distribution of 
sheep, excluding spring lambs, on farms and ranges, according to the 
censuses of 1880 and 1900; 

Table 4.— GEOGRAPHICAL DISTRIBUTION OF SHEEP, NOT INCLUDING SPRING LAMBS, ON 

FARMS AND RANGES, 1880 AND 1900. 

[Compiled from Census of 1900, Vol. V, p. ccxiv.] 



Geographical division. 



North Atlantic 

South Atlantic 

North Central: 

East of Mississippi River. 

West of Mississippi River 
South Central: 

East of Mississippi River. 

West of Mississippi River 

Western 

Alaska and Hawaii 



Total, States east of Mississippi River 
Total, States west of Mississippi River 

United States, total 



Number, 

1880, in 

thousands. 


Number, 

1900, in 

thousands. 


Per cent 

of total, 

•1880. 


4,971 
2,579 


2,633 
1,706 


11.8 
6.1 


10,567 
3,096 


6,900 
3,156 


25 
7.3 


2,444 

3,963 

14,682 


1,668 

1,671 

22,229 

85 


5.8 

9.4 

34.6 






20,661 
21,631 


12,797 
27, 141 


48.7 
51.3 


42, 192 


39,938 


100.00 



} 



Per cent 

of total, 

1900. 



6.8 
4.S 

17.3 
7,9 

4.2 
4.2 

66.7 



32.1 
67.9 



100.00 
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This table shows that there has been a marked decrease in the num- 
ber of sheep in the eastern half of the country. In 1880 only a little 
more than half of the sheep were found west of the Mississippi River, 
while in 1900 the proportion in that section had risen to more than 
two-thirds. 

Section 3. Improvement in methods of preserving and trans- 
portation. — As the «enter of live-stock production shifted toward 
the West, it became necessary, in order to provide eastern cities 
with meat, either to transport live animals for long distances, or to 
devise methods ])y which the meat derived from stock slaughtered in 
the West could be preserved during transportation. On account of 
the greater shrinkage and deterioration which live hogs suffer it is 
much more difficult to transport them than live cattle. On the other 
hand, cured pork products are much more satisfactory for consump- 
tion than cured beef or mutton; most partis of the hog are indeed better 
when cured than when fresh. It is not surprising therefore that, until 
the introduction of refrigeration, the packing of hog products was a 
much more extensive industry than the packing of beef or mutton. 

As early as the second quarter of the nineteenth century the pack- 
ing of hogs became an industry of considerable importance in the 
region between the Allegheny Mountains and the Mississippi River. 
Cincinnati was long the leading center of this business. The hogs 
slaughtered at Cincinnati in the season 1848-49 numbered 475,000. 
The industry of hog packing grew steadily, and before 1870 had 
beconnie one of the most conspicuous industries of Chicago, St. Louis, 
and several other cities of the Central West. 

At this time also a considerable amount of salted beef was produced 
in the same section for consumption in the East. But much the 
greater part of the demand for beef in eastern cities was still supplied 
by local slaughtering. It was not until the introduction of economical \ 
methods of mechanical refrigeration and the invention of the refriger- 
ator car that it became possible to bring fresh meat from distant 
places. A refrigerator car was patented in 1868, and in September, 
1869, the first consignment of fresh beef was shipped from Chicago to 
Boston. From this time the modern packing industry may be said to 
date, although fresh meat was not supplied in large quantities till 
several years later. It was cheaper to kill live stock in the West, near 
the main source of supply, than to carry them East for slaughter. 
The most important saving was in freight charges, only the valuable 
part of the animal now being transported, without the waste. The 
weight of the beef derived from a steer averages only about 55 per 
cent of the live weight. Moreover, the shrinkage in the weight and 
the frequent deterioration in the quality suffered by live animals dur- 
ing long railway journeys are avoided ])y slaughtering them in the 
West. 
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The influence of the introduction of refrigeration is seen conspicu- 
ously in the subsequent rapid increase in the number of cattle and 
sheep killed at Chicago, at which city the method was first extensively 
developed. The number of cattle slaughtered in Chicago rose from 
224,309 in 1875 to 495,863 in 1880, and to 1,161,425 in 1885. The 
transportation of mutton in refrigerator cars began somewhat later 
than that of beef. The number of sheep slaughtered in Chicago was 
only 179,292 in 1880, while by 1885 it had risen to 743,321, and by 
1891 to about double that number. 

II. LOCAL DISTBIBXJTION OF THE MEAT-SLAUGHTEBING 

INDUSTRY. 

Section 4. Statistics showing the vrestward movement of the 
slaughtering industry. — The gradual westward movement of the chief 
areas of liv^e-stock production has drawn the packing houses in its 
train. The supremacy as a packing center which first fell to Cincin- 
nati, was surrendered to Chicago about 1860, and the latter city still 
maintains its leadership over all others in this respect. The enormously 
rapid increase in the number of cattle and sheep killed in Chicago 
during the period from 1870 to 1885 has already been shown. 

Begining about 1870, St. Louis and East St. Louis camejiwiftly for- 
ward as a seat of the meat-packing industry. Kansas City,) which was 
situated still nearer than St. Louis to the ranges of the West and the 
great corn fields of Kansas and Nebmska, became an important packing 
center about 1880. By 1890 more cattle, hogs, and sheep were slaugh- 
tered in Kansas City than in St. Louis, and at the present time the 
business in Kansas City considerably exceeds that in any other packing 
center except Chicago, and is nearly half as great as that in Chicago 
itself. Omaha, bearing a relation to the Northwest similar to that 
borne by Kansas City to the Southwest, began to slaughter live stock 
about 1885. Its business has likewise grown with great rapidity, and 
at present Omaha and St. Louis are close rivals for the third rank 
among the packing centers. 

The industry was established at St. Joseph in 1897, when two of the 
leading Chicago packers erected large plants there. 

The manner in which these five great packing centers have succes- 
sively developed may be viewed statistically by means of Table 5, 
which shows for each the number of cattle, hogs, and sheep slaughtered 
in 1870, and every fifth year thereafter up to 1900, together with the 
corresponding data for 1903. The statistics prior to 1900 represent 
the diflference between the receipts and shipments of each year; this 
number is nearly, though not precisely, the same as the slaughterings, 
the discrepancy being due to the small number of animals carried over 
in the stock yards at the end of the year. The data for 1900 and 1903, 
howeveVy represent actual slaughterings. 
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While Chicago, St. Louis, Kansas City, Omahu, and St. Joseph have 
thiLS become the leading western seatK of the meat-slaughtering indus- 
try', other cities in the Central West have also developed a very con- 
siderable business in the packing of liogH, though they are of minor 
importance in the slaughter of t-attle and sheep. Among these may 
be mentioned Indianapolis, Louisville, Cedar liaptds, Des Moines, 
Sioux City, and St. Paul. The most recent development is the estab- 
lishment of large packing plants at Fort Worth, Tex., much nearer 
than Kansas City to the great cattle ranches of the Southwest. 

A broad statistical view of the westward movement of the slaughter- 
ingindustry may be gained by comparing, at different periods, the com- 
bined receipts of live stock at New York, Boston, Philadelphia, and 
Baltimore, on the one hand, with the combined slaughterings of live 
stock at Cbict^o, St. Louis, Kansas City, Omaha, and St. Joseph, on 
the other. These statistics are presented in Table 6. The number of 
cattle slaughtered in the western cities is obtained by adding the 
tigures for the individual cities given in Table 5." In judging of the 
figures for cattle, however, it should be borne in mind that a consider- 
able and increasing proportion of the live cattle received at the 
eastern ports are exported aino to Great Biitam 

"A email number of animals Aere «lai%htered for looai ounBuinptioii ut KaiiHaa 
Kty, Omaha, and St. Joseph during earlier years than those oovertwl by Table 5, 
belore statistics were kept; but these slaughtenugs uould not be suiheient to iiffei^ 
tbe totals to any material extent 
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As a matter of fact, a thorough examination by the Bureau of the 
profit statements of the various departments to which material from 
the cattle is transferred showed that the profits are very reasonable. 
It is not possible to ascertain exactly how much the packers finally 
make from raw material derived from the cattle, because it becomes 
inextricably intermingled with large amounts of similar material 
derived from hogs and sheep, or purchased from outside sources. 
According to the most careful estimates which could be made with 
regard to the proportion of the profits of by-product departments 
assignable to the material furnished by the cattle, it appears cer- 
tain that the additional profit derived by the packers, over and above 
the transfer prices credited to their cattle departments, can not exceed 
at the outside 25 cents per head for all cattle slaughtered. 

In the second place, the packers obtain a profit from the mileage on 
private cars transporting their beef and other packing-house products. 
The amount of this profit has not been accurately ascertained by the 
Bureau. It is, however, easy to state approximately the limits within 
which the possible profits of private cars which carry beef must fall. 
The prevailing rate of mileage allowed by most railroad companies for 
the use of refrigerator cars is three-fourths of a cent per mile for 
both loaded and empty cars. The average distance to which beef is 
transported from the packing house before consumption does not 
exceed 800 miles, and the mileage paid by the railroad companies on a 
trip of that length would usually be $12 per round trip. The average 
car of dressed beef weighs not less than 20,000 pounds, so that the 
total mileage received on cars transporting beef would not exceed 6 
cents per hundred pounds of beef. 

The estimates of the Bureau indicate that at least one-third of the 
receipts from mileage would be required for expense of administra- 
tion and repairs and for normal depreciation on cars, leaving not 
more than 4 cents per 100 pounds of dressed beef as the total return 
to capital invested in private cars handling that product. This is equal 
to about 25 cents per head of cattle. Presumably the proper way of 
looking at the matter would be to consider such part of this sum as 
exceeds a reasonable interest upon the cost of the cars as being, in a 
way, assignable to the dressed-beef business. 

It follows that in addition to the profit on cattle shown by the books 
of the packers, about $1 per head, there may be an additional profit, 
more or less connected with the beef business, not to exceed at the 
outside 50 cents per head. 

Indirect evidence that the profits of the packers in their beef busi- 
ness are less than is frequently supposed may be drawn from the rela- 
tion between the total profits of certain companies and the total 
amount of their sales, including hog and sheep products, and many 
others less important, as well as beef. Thus, for the year 1904, the 
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sales of Swift & Co. slightly exceeded *2(M),000,000 and the profits 
of the company, according to its annual financial statement, were 
$3,850,000, including the profit on private cars, or about 1.9 per cent 
of the volume of business. During the three years, 1902, 1903, and 
1904, the profits of thisr company have in no case exceeded 2 per cent 
of the sales. 

Again, the general financial statement of Cudahy Packing Company 
shows for the year 1904 660,000,000 pounds of products of all sorts 
shipped and sold from the packing houses, and a profit, including that 
on car lines, of $927,969, or less than one-seventh of a cent per pound. 
The sales during the same year were $50,828,639, the profit represent- 
ing thus 1.8 percent of the volume of business. 

PRIVATE CAR LINES OF LARGE PACKING HOUSES. 

Owing to the extensive investments of the large packing houses in 
private car-line services, there is presented an approximate statement 
of the profits in this branch of the business. 

The six large packing companies especially discussed own about 
25,000 cars, most of these being of the refrigerator type. In calcu- 
lating the profit on the operation of these cars the Bureau has first 
collected from the tax returns of various States figures showing the 
actual car mileage, i. e. , distance traveled by the cars of the respective 
companies, and such other data as were available from State records. 
Testimony in regard to private cars before the Interstate Commerce 
Commission and before committees of Congress, of which a large 
amount has been taken in the past year, has been digested. In addi- 
tion the Bureau has obtained statements from several car-line compa- 
nies not controlled by any of the large packing concerns under dis- 
cussion, and from other sources. 

The data so collected show that the mileage payment on refrigerator 
cars is generally three-fourths of a cent per mile, but in a considerable 
territory it is 1 cent per mile, these payments appl^ang in nearly every 
instance to both loaded and empty cars. The Bureau, for reasons 
shown in the text, has adopted an average rate of 0.7875 cents per car 
mile, which is probably a little too conservative. The total cost of 
maintaining a refrigerator car, including repairs, taxes, and a 6 per 
cent allowance for depreciation, has been computed at $115 per car 
per year. 

On the basis of these calculations the net profit, from mileage alone, 
on the operation of a representative refrigerator car in the packing- 
bouse industry appears to range from about 14: per cent to above 17 
per cent per year on an average cost of $1,000 per car. It is possible 
that the allowance made by the Bureau for repairs is a little too low, 
bat it may be noted that the actual returns of one private cav Im^^ 
tiiat of the Cudaby Packing Company^ show a net proWl ou t\i^ otv^wx^ 
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investment of 22 per cent in 1902, of 20 per cent in 1903, and of 17.7 
per cent in 1904. The mileage rate of this company, however, was 
higher than the average rate of 0.7875 cent, adopted by the Bureau, 
while the average original cost of the cars of this company was some- 
what less than $1,000, the average figure used by the Bureau in its 
calculations; the returns also covered a few tank cars. The figures of 
this company, therefore, can not be regarded as fairly representative. 
There is reason to believe that the net profit of some private car 
lines in the packing-house industry is considerably smaller. In a gen- 
eral way, however, the computations of the Bureau indicate that the 
profit on the operation of private refrigerator cars on mileage alone is 
a liberal one. No attempt is made to discuss this subject except in its 
connection with the packing-house industry, and in handling packing- 
house products the only receipts of the car lines are those from mileage. 
The operation of private car lines in the fruit trade has been the subject 
of extended investigation by the Interstate Commerce Commission. 



THE BEEF INDUSTRY 



CHAPTER I. 



GINEEAL DESCBIPTION OP THE SLATJOHTEBINO AND PACKING 

INDUSTEY. 

In order properly to understand the following discussion of the 
alleged combination among the great Western packing concerns it is 
essential to take at the outset a brief general survey of the meat 
slaughtering and packing industry. 

L CAUSES OF THE WESTWARD MOVEMENT OF THE SLAUGHTEB- 

ING INDUSTRY. 

Section 1. Introduction. — At the present time a large propor- 
tion of the supply of both fresh and cured meats for the whole 
country is produced by huge establishments situated in a compara- 
tively few cities in the Middle West. In the early days, on the 
other hand, cattle, hogs, and sheep were for the most part slaughtered 
at or near the places where their flesh was consumed. The most impor- 
tant of the causes which have brought about this great change in the 
meat industry are the following: J 

(a) Westward movement of the live-stock industry, and the conse- 
quent increase in the distance separating the place of productiojar^of 
five animals from the place of consumption of a large part of the meat. 

(J) Improvement in methods of preserving and transporting meats, 
especially the introduction of refrigeration. 

(<?) Economies and advantages of marketing live stock at a few C^j^y^ 
centers, and of slaughtering in large establishments. While the possi- ^ ^ 
Wity of securing these advantages was a cause tending to drive the 
pactdng* industry toward the West, they are also, of course, to be (T^^^ 
Wewed as results of the concentration of the industry in Western 
centeris, and they are accordingly discussed in that connection. m,c^ 
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2 THE BEEF INDUSTRY. 

The influence of the other two factors is more fully set forth in the 
following sections: 
Section 2. Westward movement of the live-stock industry. — 

The development of manufacturing industry in our Eastern States 
and the consequent rapid growth in their population long since 
brought it about that the farms of those States could not supply their 
people with agricultural products. The West has become more and 
more each decade the source of raw material for the nation's food 
supply. This is even more true of live stock than of grain. The 
center of live-stock production has steadily moved toward the West. 
The increased demand for agricultural foods has necessitated resort 
to more intensive methods of cultivation and has led to the conversion 
of pastures into cultivated fields. The raising of cattle and sheep, 
which, more than that of swine, demands grazing land, has been 
steadily pushed westward, till at present the great pastures of the 
country are 2,000 miles or more from the eastern seaboard. The 
center of the production of corn and hay has moved from the 
Eastern States to the fertile prairies of the Mississippi Valley, and 
that section has therefore become the chief source of supply of the fat 
cattle and hogs which are fed upon these crops. With the increasing 
demand for meats in the great cities of the- East, it has been necessary 
to bring a constantl}^ growing proportion of the supply from long dis- 
tances. Naturally it was sought to reduce the cost of transportation, 
so far as possible, by substituting dressed meats for the more bulky 
and less valuable live animals. The slaughtering business thus tended 
to move westward with the live-stock industry. 

The imperfection of the earlier statistics of live stock makes it 
impossible to show adequately by figures the extent of the change in 
the geographical distribution of the stock-raising business. Some 
comparison between 188() and 1900 may be made from census returns, 
although, as more fully explained in the census report of 1900, the 
data of 1880 were not collected on precisely the same basis as those of 
the last census, and are probably far from accurate. (Census of 1900, 
Vol. V, p. clxii.) The census figures for all cattle combined fail to 
give a true idea of the distribution of the cattle intended for food, 
for of the 52,489,237 neat cattle (exclusive of calves) reported on 
farms and ranges in 1900, no less than 17,139,074 were dairy cows 2 
years of age or older; and because of the impossibility of transporting 
milk over long distances, the proportion of the total number of dairy 
cows found in the Eastern States is much greater than the proportion 
of the total number of beef cattle found in those States. The follow- 
ing table shows, for 1880 and 1900, the number of all cattle (excluding 
calves less than 1 year old), reported on farms and ranges in each 
of the grand geographical divisions of the country, with a further dis- 
tinction between the States of the two central divisions which lie east 
and west of the Mississippi Kiver, respectively; 



THE BEEF INDUSTRY. 



Table 1.— GEOGRAPHICAL DISTRIBUTION OF CATTLE ON FARMS AND RANGES. 1880 

AND 1900. 
[Compiled from Census of 1900, Vol. V, page clxiii.] 



OeoRraphical division. 



North Atlantic 

South Atlantic 

North Central: 

Eagtof Mississippi River . . 

West of Mississippi River** 
South Central: 

East of Mississippi River ^. 

West of Mississippi River. . 

Western 

Alaska and Hawaii 



Number, Number, ' p . 

1880, in , 1900. in L^'toSl 

thou- ; thou- i^T 

sands. I winds. ^^• 



6,797 
'.i, 952 

7, ('.29 
H, 205 

3,567 
6,149 
4,377 



5, 082 
3,490 

7,S88 
15,422 

3,230 

10,593 

6,699 

85 



14. 6 
10.0 

19. 2 
20.7 

9.0 
16.5 
11.0 



Per cent 

of total, 

1900. 



9.7 
6.7 



15.0 
29.4 



Total, States east of Mississippi River 20, 945 

Total, States west of Mississippi River 18. 731 



United States, total 39,676 




' a Including Minnesota. *> Including l^)uisittna. 

It will be seen from Table 1 that practically the only sections of the 
country in which there was an increase in the numboi* of cattle between 
1880 and 1900 were those west of the Mississippi River. In those 
sections the number rose 75 per cent in the twenty years. The States 
east of the Mississippi River showed an absolute decrease in the num- 
ber of cattle during this period. 

In 1880, 47.2 per cent of the cattle were found in the States west of 
the Mississippi River; in 1900, the proportion had increased to 62.4 
per cent. 

A better idea of the extent to which the industry of raising beef 
cattle is now confined to the more western States may be gained from 
the figures of the census of 1900, showing separatel}^ the number of 
steers 1 year of age and over and the number of cows 2 years of 
2^e and over not used for dairy purposes. The statistics for such 
cattle on farms and ranges, b}^ grand divisioni^, are as follows: 

Table 2.— GEOGRAPHICAL DISTRIBUTION OF LEADING CLASSES OF BEEF CATTLE ON 

FARMS AND RANGES, 1900. 

[Census of 1900, Vol. V, pp. clii, cliv.] 



x' 



/ 



Geographical division. 



North Atlantic 

South Atlantic 

North Central: 

East of Mississippi River. 

West of Mississippi River 
South Central: 

East of Mississippi River. 

West of Mississippi River 

Western 

Alaska and Hawaii 



Total, States east of Mississippi River 
^>tal, States west of Mississippi River 

United States, total 



Steers 1 year of age 
and over. 



Number. 



367,809 
928,807 

2,030,171 
5,665,603 

883,683 

3,385,183 

1,968,170 

38,156 



4,210,470 
11,047,072 



15,257,542 



Per cent 
of total 

for 
United 
States. 



2.4 
6.1 

13.3 
37.1 

6.8 

22.2 

12.9 

.3 



27.6 
72.4 



Cows 2 years of age 
and over, not used 
for dairy purposes. 



Number. 



221,869 
()42. 080 

519, 889 
2, 766, 175 

888, 263 

4,224,135 

2, 796, 783 

32,948 



1, 772, 101 
9,820,041 



Per cent 
of total 

for 
United 

States. 



1.9 
5.5 

4.5 
23.9 

3.3 

36.4 

24.1 

.3 



15.3 
84.7 



100.0 \ W.WlM'i' 



'SSS^SSs 
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supply and demand. These centi'al stock yards, too, are able to offer 
facilities for the prompt and convenient handling of stock such as could 
not be afforded by smaller yards scattered in different parts of the 
city and its suburbs. 

It is the aim of the shippers, and at least in theory that of the rail- 
way companies, so to time the loading of cars and the movement of 
trains that the stock shall arrive at the yards early in the morning, in 
time for the day's market, which is ordinarily confined largel}^ to the 
forenoon. The animals are quickly unloaded aad driven to the selling 
pens, where they are fed and watered. Shippers find theoLselves 
virtually compelled to intrust their stock to a commission agent for 
sale. All regular jcommission dealers are members of an organization 
or exchange, which fixes the minimum charges for selling stock, and 
which aims to enf «ce fair and honest methods on the part of its 
members. The aclml sale of stock takes place at the pens. Each of 
the great packing^wmpanies has sevei*al buyers, each of whom is 
usually confined iflBe class or gmde of animals, regarding which he 
becomes an expe^W fthere are, besides, in all of the markets a certain 
number of buyeraBofc smaller local concerns, buyers for Eastern con- 
cerns or " speciMjUrder buyers," and export buyers. The latter 
purchase cattle foj^pipment alive to Europe. These special classes 
of buyers are jSp^Whumerous at the Chicago market than elsewhere. 

Animals ar^klJPra " bunches " varying in number from one to several 
hundred. Th^xonsignment of each shipper is ordinarily sold sepa- 
rately, and such a consignment may be subdivided by the commission 
agent, either for the purpose of adjusting the number sold to %he 
demands of the individual buyers, or, more commonly, in order that 
an approximate uniformity in character and quality may be secured 
among the animals in a given bunch. Such uniformity makes it easier 
to determine the value of the bunch than would be the case if the ani- 
mals were mixed. This classification for the purpose of sale, which is 
made sometimes at the instance of the buyers, but more often at that 
of the salesman^ is most conspicuous in the case of cattle. A mixed 
shipment of cattle is usually divided according to sex; cows are sepa- 
rated from heifers, ])ulLs and stags from steers, and often there is a 
further subdivision of steers according to age or quality. Sometimes 
all the difi'erent bunches thus made out of one shipment are sold to one 
buyer; sometimes they arc sold to different buyers. 

Section 10. Slaughtering, dressing, and preparation of meat. — 
When a bunch of cattle, hogs, or sheep is sold, it is driven to the scales 
to be weighed. The great packing houses are ordinarily situated in 
or near the stockyards, and animals l)ought by the packers can thus 
readily be driven to them. Cattle are frequently held a day, or even 
more, in order that they ma}' rest and that their temperature, raised 
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by the journey, may be reduced to the normal point. Hogs and sheep 
are usually killed on the day of purchase. 

The modern packing plant is a huge esta})lishnient, consisting of 
many buildings, large and small, each adapted to some special purpose. 
A central power plant furnishes light, heat, and power, consuming 
lumdreds of tons of coal daily and generating thousands of horsepower. 
Machinery is used for every process to whi(»h it can be applied, but in 
many parts of the slaughtering industry machine work is obviously 
out of the question. Among the many ingenious mechanical devices 
may be mentioned the scraping machine for removing the bristles from 
hogs. Blades mounted on cylinders come automatically in contact with 
every part of the body and do the work with rapidity and perfection. 

Animals are usually killed at the top of a building from four to six 
stories high, in order that, as they proceed throuA the various stages 
of dressing, they may be moved forward, so far a^ossible, by gravity. 
For this purpose overhead rails are used. 

The most conspicuous fact which strikes one inTJServing the process 
of slaughtering and dressing is the remarkableSjctent to which the 
division of labor is carried. In the old-fashionedt»Hwll slaughterhouse 
one man, or at most a very few men, performed.all^the tasks from the 
dealing of the death blow to the final preparation ot*^Ke carcass for sale. 
In the largest slaughtering plants of to-day will hiPf ound hundreds, or 
even thousands, of workmen, each of whom perfonns bgt a very small, 
narrowly defined task, in which by innumerable repetitions he becomes 
adept. 

A concrete illustration will serve to show more clearly this high 
subdivision of labor. At one of the great abattoirs in Chicago 157 
men are employed in one of the beef -killing gangs. All these men 
are engaged in handling the cattle killed b}^ two "knockers" and one 
"sticker." The number includes all those conducting the processes from 
the driving up of the cattle to the loading of beef into the cars, but 
does not include the men who operate the power plants, refrigerating 
machinery, etc., nor those who handle by-products, even those by- 
products which are sold in a fresh condition. These 157 represent no 
less than 78 diflferent occupations; that is, the work of killing and 
dressing of cattle and refrigerating and loading beef is subdivided 
into 78 distinct processes." A gang of men thus organized can 

fl The following 157 employees were required in slaughtering 1,050 cattle in a work- 
ing day of ten hours: 1 general foreman, 1 foreman over yard gang, 1 driving up 
cattle, 2 penning cattle, 2 knocking cattle, 2 shackling cattle, 1 hanging off for 
diackler, 1 squeezing blood from beds, 1 switching onto heading beds and putting up 
beads, 1 throwing down heads, 1 pritching up, 1 dropping cattle, 1 pritching up 
be^ier, 1 sticker, 3 headers, 1 ripper, 4 leg breakers, 3 feet skinners, 1 gullet raiser, 
7floormen, 1 breast sawyer, 1 aitch sawyer, 2 J caul pullers, 2 putting in hooks to hoists 
lorfeU cotter, 1 floor squeezer, 1 washing crutches and bellies, 4 tell caUftttt, 1 cx3L\X.\\i«^ 
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handle more than a thousand cattle in a day of ten hours. Some 
of the packing houses have two or more such cattle-killing gangs. 
In the hog and sheep slaughtering departments the division of labor 
is carried to a similar degree of minuteness, and the same is true of 
those departments which can and cure meats, and which handle or 
manufacture the various by-products. 

The leading packers keep a record of the dressing results of each 
individual bunch of animals slaughtered. Perhaps usually each bunch 
so recorded represents the stock bought by a singly buyer from a 
single seller, being one of the original selling bunches above described. 
Several small bunches as bought are, however, often combined to con- 
stitute a single killing bunch, and some of the packers carry this prac- 
tice of combining bunches much farther than others. For each killing 
bunch of cattle the packer ordinarily records the live weight, live cost, 
dressed weight, weight of each class of hides, and weight of the caul 
and ruffle fat, which is easily detached and readily weighed. From 
these data the packers compute what they call the "dressed cost" per 
hundred pounds of beef. Somewhat similar methods are pursued 
with reference to hogs and sheep. As elsewhere shown, the so-called 

out bladders, 2 rumpers, 1 rump helper and drop hide feller, 2 backers, 4 splitters, 

I back and rump hand, 1 washing hind shanks, 1 ripping tails and cutting out, 1 
pulling tails, 2i gutters, 2 throwing down guts and paunches, 3 tail sawyers, 2 hang- 
ing off from splitter, 3 beating out fells, 1 helper sawing tails and ripping open, 2 
neck splitters, 1 tallow lot man, 1 trucking feet, 1 trucking up hooks, 1 hanging up 
hooks, 2 clearing out, 3 dropping hides. 

Washing gang: 1 foreman, 1 trimming bruises on rail, 1 wiping beef, 1 putting in 
neck and kidney cloths, 1 scribe sawyer, 1 hoseman, 1 washing shanks, 1 switchman, 
3 washing ribs and necks inside, 1 squeezing beef, 1 pumping kidneys, 3 long brush 
washers, 1 washing rags, 2 wiping hinds, 2 ladder men (knife), 2 bruise trimmers, 1 
cutting off cords and shanks, 1 tying veins, 2 trimming skirts and necks, 1 pumping 
necks. 

Weighing beef and helpers: 1 scaler, 1 grader, 1 pushing on scale or tagger, 1 
pulling off scale, 1 elevator man. 

Refrigerating and car loading: 14 beef coolers, 5 trimmers, 7 carriers and loaders, 

II laborers. 

The following 63 employees were engaged in handling by-products: 

Hide gang: 1 hide inspector, 2 spreading out hides, 2 trucking to chute. 

Laborers downstairs: 1 throwing down paunches, 3 truckers, 2 peck machine 
hands, 1 taking off toes, 1 sawing shin bones, 1 hanging livers, 1 sawing horns, 1 
chopping brains, 1 offal lot hand, 1 ruffle man, 1 trimming glands (boy), 1 washing 
tongues, 1 washing weasands, 1 foreman, 1 bed tallow hand, 1 tripe washer, 1 squeez- 
ing, 1 scaler, 3 head boners. 

Cooler department for offal, etc. : 12 cooler men, 1 scaler. 

Knife men downstairs: 1 cutting off pecks, 1 cutting off peck butter, 3 trimming 
paunches, 1 opening paunches, 3 handling pecks and trimming deeds, 1 trimming 
heart casings, 1 trimming small bungs. 

Offal department: 1 trimming livers, 1 cutting off tongues, 1 trimming tonguee, I 
pulling weasands, 1 trimming plucks, 1 trimming hearts, 1 trimming cheek meat, 1 
trimming small cheek meat, 1 trimming sweetbreads and tails, I cutting sinewB* 
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dressed cost of beef, as fif^urcd by moat of the larjje packers, much 
exceeds the true cost which would be found by allowing a full value 
for the by-products. The arbitrary dressed cost has, however, much 
value to the packer for the purposes of comparison, and serves as 
a check upon both buyers of stock and sellers of meat. The record 
of the number, origin, and dressed cost of each bunch of animals 
is preserved until the meat is sold or otherwise disposed of. 

In the large wholesale slaughtering establishments all the meat 
which is to be sold fresh is either chilled or frozen by artificial refrig- 
eration. Much the greater proportion of the cattle and sheep slaugh- 
tered are sold in the fresh state; but in the case of hogs it is usually 
the custom to cut out the loins for sale as fresh meat and to cure the 
remainder of the flesh. Only when it is intended to keep meat fresh 
for a period of several weeks or months is it frozen. In that state it 
will keep almost indefinitel}^ but when thawed it is not so good as 
chilled meat, and it will keep only a short time after thawing. The 
most important application of the freezing process is to the better 
cuts — ribs and loins — which are taken from the pooler grades of cattle, 
of which the remaining parts are used for canning or salting. 

In chilling meat the carcasses or cuts are hung in large rooms cooled 
by the presence of cold pipes or by a blast of air which has passed 
over coils of such pipes. The refrigeration machinery of a large 
packing plant is on a very extensive scale. The reduction of the 
temperature of the meat must be gradual if the best results are to be 
attained. Chilled meat is not ordinarily shipped till at least twenty- 
four hours after it has ])een slaughtered. The temperature finall}'^ 
reached is just above freezing point. If kept at this temperature 
meat will remain in good condition for about three weeks, and is 
indeed best ten days or two weeks after it is killed. 

In the early days of the beef -packing industr}^ as alread}'^ stated, the 
entire product was salted. Even for some time after the introduction 
of refrigeration, the salting of beef was still conducted on a large scale, 
but more recently salt beef has been largely replaced b}'^ refrigerated 
fresh beef or by canned beef. According to the census reports the salt 
beef produced by wholesale slaughtering and packing establishments in 
1890 was equal in weight to about one-fifth of the fresh beef produced 
by such establishments in that year; but in 1900 the proportion had fallen 
to less than one-twentieth, the amount of salt beef having decreased 
from 576,289,731 pounds to 137,589,303 pounds. The canning of beef 
on a large scale began about 1880, when improved processes were 
invented. The business has, however, fallen off somewhat since 1890. 
The production of canned beef according to the census of 1900 was 
112,449,221 pounds, as compared with 2,920,458,297 pounds of fresh 
beef. The cattle used for canning and salting are inferior to those 
used for fresh beef, consisting* largely of cows aivd to ^o\xi^ ^^X^xA. o\ 
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ranch and range steers. Mutton is not ordinarily salted, cured, or 
canned. On the other hand, much the larger part of the hog product 
is either salted or sweet pickled and smoked. The distinctions among 
the various cuts of pork, and among the methods of preserving them, 
are many and complex. Different markets in this country and in 
Europe demand different methods of cutting and preparing the carcass. 
The process of salting and curing pork products requires considerable 
time, and, since the products may be preserved almost indefinitely, 
the relation between the prices of live hogs and those of the meats 
derived therefrom is much less close than the relation between the 
prices of live cattle and fresh beef. 

The more important packing establishments themselves salt and cure 
a large proportion both of theii* beef and their hog products which are 
to be so handled, carrying them to the final stage of readiness for con- 
sumption. They manufacture their own cans, print their own labels, 
and to a large extent make their own boxes, tierces, and barrels. Some 
of these concerns have also developed an extensive business in the 
production of canned specialties ready for the table, including soups, 
entrees, etc. A very important branch of the business of the great 
packers is the making of sausages, of which there is a bewildering 
variety. To the sausage department go pieces of meat trimmed from 
the various cuts, or from those parts of the animal, such as the heads, 
which can not be marketed directly for food. The greater proportion 
of the sausage meat is derived from hogs. The output of sausage as 
reported by the census of 1900, by wholesale establishments, was no 
less than 292,164,075 pounds. 

The rendering of lard is one of the largest branches of the hog indus- 
try. The methods of rendering used by the leading packing concerns 
have reached a remarkably high degree of perfection. Some of the 
packers also produce various lard compounds by mixing refined lard 
with stearin, cotton-seed oil, and other materials. 

Section 11. Transportation and marketing of meats. — When 
fresh beef, mutton, or pork has been chilled to the proper temperature 
it is loaded into refrigerator cars in which a uniform temperature, 
about freezing, is maintained by the use of ice and salt. Fresh beef and 
mutton are usually shipped in the form of whole sides or quarters, but at 
times a demand for special parts of the carcass in a particular market 
leads to the cutting of the meat before shipment. A large proportion of 
salted and cured meats are also transported in refrigerator cars, but 
these are iced without salt, a moderately low temperature only being 

\ required. Refrigerator cars must be reiced every day or two on their 
journey. This is done by the shippers, the larger companies maintain- 
ing icing stations at various points for that purpose. 

So great is the movement of meat products from the western pack- 
ing* centers to the leading eastern markets that solid trains of refrig- 
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erator cars are usually forwarded. These run at a relatively hi^h 
^ed. The time required between Chicago and New York, for ex- 
fimple, is usually four or five days. 

' The great packing companies all own large numbers of refrigerator 
cars, the railroad companies seldom owning ears intended for the trans- 
vpoi"tation of meats. - The shipper pays the ordinary freight rates on 
[his product, but is in turn paid a rental })y the railroad for the use of 
his cars. The ordinary payment by the eastern lines is three-fourths 
of a cent per mile run, while in the West the prevailing rate is 1 cent 
per mile. Two of the leading packing companies have extended their 
refrigerator-car business into other fields, and now furnish the cars for 
the transportation of enormous quantities of poultry, dairy products, 
vegetables, and f iiiits. The companies have also become, as a result, 
extensive dealers in such articles, especially poultry, dairy products, 
and eggs. The important problems connected with the private-car 
service of the packers are more full}'^ discussed in Chapter VI. 

The leading packing companies, either directly or by subsidiary or 
allied companies, own distributing houses in most of the leading cities 
pf the country and in many of the towns of medium size. To some 
extent, however, the companies consign beef to large commission 
houses in which they have no proprietary interest. In the larger cities 
each great packer has usually several branches, known to the trade as 
"coolers" or "boxes." The products are transferred from the cars 
to these branch houses, where the fresh meat is kept chilled until 
sold. The retail dealer who desires to buy comes directly to these 
branch houses and selects what he wants. In the marketing of beef 
there is the widest difference with regard to the character of the pieces 
sold. A large proportion of the carcasses are sold as sides, but many 
retail dealers desire special parts, so that other carcasses are cut, and 
,that in a variety of ways. On account of their perishability the 
jhandling of fresh meats is a peculiarly delicate business. The packer 
aims to get as high a price as possible, but he must sell the entire 
* product before it spoils. Differences in quality of animals and of 
their products are so great that the closest supervision of the central 
office is necessary to enforce the exercise of skill and sound judgment 
on the part of the agents who buy stock and the agents who sell meats. 
With this object, those branches of the selling and accounting depart- 
ment of the packing companies which have charge of the purchasing, 
killing, dressing, and selling of fresh meats are organized in a most 
extensive and thorough manner. The central office is in constant tele- 
graphic correspondence with the distributing houses, with a view toj 
adjusting the supply of meat and the prices as nearly as possible t< 
the demand. 

(Section 12. By-products of live stock, especially of cattle. — 
The most important respect in which the slaughtenug ^xA ^"5vri^\\\'^ 
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industry of the present day differs from that of earlier times is in the 
utilization of those parts of the animals which do not constitute dressed 
meat. Formerly these parts of tlie carcass were thrown away, or they 
were handled in a summary manner and their products were utilized 
in a very imperfect condition. At present the products derived from 
such parts, which may be designated as by-products of the packing 
industry, are numbered by scores, and the most elaborate processes 
are used in deriving and perfecting them. It is often stated that in 
the by-products is to be found the profit of the packing business. 
This statement is true in the sense that, under ordinary conditions, 
there would be no profit, but on the contrary a decided loss in the 
prevailing margin between the prices of live animals and those of 
dressed meat, were it not for the value of the by-products. It is, how- 
ever, an incorrect way of looking at the matter to say that under such 
circumstances the meat is sold at a loss, which is made up from the 
by-products. 

The investigations of the Bureau of Corporations indicate, as more 
fully shown elsewhere, that the margins between prices of stock and 
prices of meats have been kept during recent years, by reason of the 
thorough utilization of by-products, at a point lower than would have 
been possible under the methods of slaughtering and packing which 
prevailed thirty or more years ago. By virtue of the economies 
secured in the handling of former wastes, and in other ways, the devel- 
opment of huge packing establishments has beyond question been 
beneficial to cattle raisers and meat consumers. 

When the slaughtering business first became established on a large 
scale there grew up in the vicinity of the packing plants independent 
establishments, the function of which was to handle the by-products 
collected from the packing houses. Glue works, fertilizer works, 
soap factories, oil and tallow works, and the like were in large measure 
separate from the slaughtering concerns. As the packing business 
became more concentrated in the hands of a few large companies, 
these gradually — but finally almost completely— took over the allied 
industries, effecting various important economies in such unification. 
At present the leading packers themselves carry the elaboration of 
almost every possible by-product to an advanced stage. 

The aim is, ordinarily at least, to advance the product to a condition 
where it will encounter a wide competitive demand; but often the pro- 
cess of elaboration is carried further than is necessary for this pur- 
pose and the commodity is put into the form at which it is finally to 
i be consumed. In such a case the packer enters into an industry not 
I 'essentially part of the packing business, and often in competition with 
other concerns which do no packing business. 

The leading packers, however, differ among themselves in minor 
respects with regard to the stage to which they carry certain of the 
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ft>y -products. For example, Armour & Co. produce sandpaper— as a 
means of utilizing some of the glue manufactured — and numi^roiis 
chemical preparations, sucli as pepsin, which are not made by other 
packers. Again, some of the leading companies make butterine and 
soap, while others sell the material for these products to outside fac 
tories. But, however the leading packing companies may diflfer in these 
details, none of them permits anything of material value to be wasted. 

The importance of the by-products of beef slaughtering, in relation 
to the cost and prices of meat, calls for an extended discussion of 
their value, which is presented in Chapter V. A brief description at 
this point of the more important by-products of beef will, however, 
&cilitate comprehension of the general nature of the packing industry. 

The most valuable by-product derived from cattle is the hides, )| 
which are worth on the average about $6 per head. A great number' ' 
of classes and grades of hides are distinguished, which diflfer consider- 
ably in value. The hides are salted and kept by the packers from 
two to six months, according to the state of the market. During 
this period the hides shrink in weight, the shrinkage averaging 
roughly one-sixth of the "green" weight. 

Next in importance are the fats obtained from the abdominal region 
and from other parts of the animal which do not constitute beef. At 
present the better fats, especially those which may readily be detached 
by cutting or pulling, are so largely destined for use as a constituent 
of butterine that they are known as })utter fats. An average beef 
animal will produce from 60 to 75 pounds of such fat. Hy licating, 
oleo stock is first derived from these fats. This is nearly the same 
in constitution as ordinary prime tallow, and if the market for 
oleo products is much depressed tallow may be produced for sale 
instead of oleo stock. Otherwise the stock is subjected to powerful 
pressure, which separates the oleo oil from the stearin, both of which 
are standard marketable products. Some of the packers, however, 
use part of their oleo oil and stearin in manufacturing butterine, lard 
compounds, and cooking oils. 

A moderate quantity of tallow and grease, of several grades, is 
• secured by cooking the heads, feet, and other ofl[*al, but the quantity 
and value of fats of this character are much less than those of butter 
fats. 

The third by-product of a beef animal, in order of importance, is 
the tongue, which is either sold fresh, or more often is cured or 
canned. The leading packers ordinarily designate all parts of cat- 
tle, except the dressed beef, hides, butter fat, and tongues, by the 
term "offal." Among the various articles constituting ''offal," the 
•liver, heart, sweetbreads, and tails may be marketed without other treat- 
ment than trimming. 
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The other f oiins of oflfal require a much more extensive proparation 
in order to become satisfactorily marketable. From the heads are cut 
the cheek meats and other small bits of meat, and sometimes the lips, 
these meats being usually sent to the sausage department. One or 
two of the packers use part of the horns and leg bones of the cattle 
slaughtered in the manufacture of various novelties, otherwise these 
materials are sold to outside concerns for that purpose. The remainder 
of the feet, however, with the trimmed heads and various other minor 
parts and trimmings, are subjected to processes of treatment by means 
of which tallow, glue, neat's-foot oil, and other minor products are 
extracted. The residue after such treatment is used for fertilizer. 
The blood of cattle and various soft parts not containing other valuable 
material are also converted into fertilizers. The leading packers 
manufacture a great variety of commercial fertilizers, including those 
in which phosphates and other mineral substances are combined with 
the animal products. 

The only remaining by-products of any importance are those derived 
from the intestines, which are carefully cleaned and converted into 
casings for sausages and other similar products. The weasand, or 
gullet, and the bladder are also cleaned and made into containers for 
various commodities, some weasands, for instance, being used for 
packing snutf. 



CHAPTER IL 

ORGANIZATION AND CAPITALIZATION OF THE LABOE PACKING 

COMPANIES. 

I. ORGANIZATION. 

Section 1. Companies with which the investigation has been 
especially concerned. — The investigation of the beef industry by 
the Bureau of Corporations has necessarily been mainly confined, so 
far as the packing-house business is concerned, to a few of the larger 
companies. Particular attention has been paid to the following con- 
cerns, three of which — Armour & Co., Swift & Co., Nelson Morris & 
Co., with the G. H. Hammond Company (the last now included in the 
National Packing Company, — were for years known throughout the 
trade as the '' Big Four," and the entire group of which is not 
infrequently designated as the "Big Six." The authorized capital 
stock of each of these companies is also given. 

Authorized capital sto«k. 

Armour & Co., Illinois $20,000,000 

Swift & Co., Illinois «35,000,000 

Nelson Morris & Co., Illinois, a partnership including — 

Fairbank Canning Company, Illinois 3, 000, 000 

Morris & Co., Maine 3,000,000 

National Packing Company, New Jersey 15, 000, 000 

Schwarzschild & Sulzberger Company, New York & 5, 000, 000 

Cudahy Packing Company, Illinois 7, 000, 000 

An idea of the importance of these six companies is suggested by 
the figures of authorized capitalization just given, and amounting 
in the aggregate to 188,000,000, exclusive of $5,000,000 bonds of 
Swift & Co., a figure, which, as indicated elsewhere,^ is probably well 
below the actual resources of the group. The gross business of these 
aix companies is practically $700,000,000 per year.^ Their com- 
bined slaughtering of cattle in 1903 was about 5,500,000 head, and 

oNot including $5,000,000 bonds. 

*Not including $5,000,000 preferred stock, the issuance of which has been delayed 
by litigation. 
<^See section on capitalization. 
^Obtained from statements of the companies to the Bureau. 
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their aggregate slaughter of hogs was in excess of 15,000,000. For 
this business tliey have immense packing houses at numerous points, 
great establishments for the handling of by-products, a very large 
number of wholesale distributing markets, and extensive private car- 
line services. Their combined ownership of equipment represents 
about 25,000 cars, mainly of the refrigerator type. 

In Chapter III of this report the relative magnitude of the 
slaughtering operations of the companies is treated in detail; a chapter 
is also devoted to their private car-line services. 

It was persistently reported in the press in 1902 that all of the com- 
panies just mentioned, with the exception of the National Packing 
Compan}^, which was not organized until 1903, were about to consoli- 
date into a single corporation with several hundred million dollars of 
capitalization. On several occasions it was reported that the formal 
flotation of such a company was on the eve of announcement. 

Section 2. National Packing Company. — The plan for one great 
central company, if actually contemplated, was never carried out in 
that form. Instead, early in March, 1903, a $15,000,000 corporation, 
the National Packing Company, was organized under New Jersey laws. 
At first this company was rather generally regarded as the nucleus of 
the greater combination previously heralded, but as a matter of fact the 
company has not been used for this purpose, but has, for the most 
part, confined its acquisitions to various properties which had previ- 
ously been purchased by several of the large packing interests individ- 
ually when the general consolidation scheme was, according to rumor, 
under consideration. The most important of these acquisitions were 
the so-called Fowler and Hammond properties in the West, and the 
plants of the United Dressed Beef Company in the East. Of these 
concerns, The G. H. Hammond Company, The Hammond Packing Com- 
pany, and the Omaha Packing Company, the latter being one of the 
Fowler properties, were originally purchased by Armour & Co. 
interests. The other Fowler properties were first bought by Swift 
interests, and, like the acquisitions of the Armours, later turned 
over to the National Packing Company, the list including the Fowler 
Packing Company, the Anglo-American Provision Company, the 
Anglo-American Refrigerator Car Company, the Fowler's Canadian 
Company, and the Stock Yards Warehouse Company. The United 
Dressed Beef Company was purchased by Morris interests and like- 
wise turned over to the National Packing Company. As indicated 
elsewhere, the National Packing Company has acquired several other 
properties. 

As a lesult of this origin of the National Packing Company, the 
three large packing interests which were the original purchasers of 
most of its constituent properties ai*e all represented in its manage- 
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ment. This is clearly shown by the following list of directors of the 
National Packing Company: 

J. O. Armour, president of Armour & Co. 

P. A. Valentine, treasurer of Armour & Co. 

Arthur Meeker, director in Armour & Co. 

Thomas J. Connors, director in Armour & Co. 

L. F. Swift, president of Swift & Co. 

Edward F. Swift, vice-president of Swift & Co. 

Lawrence A. Carton, treasurer of Swift & Co. 

Edward Tilden, president of Libhy, McNeill «fe Lihhy. 

Edward Morris, of Nelson Morris & Co. 

Ira N. Morris, of Nelson Morris & Co. 

Thomas E. Wilson, with Nelson Morris i\c ('o. 

The organization of the National Packing (company thus obviously 
tended to establish a strong conun unity of iiitiuvst among four of the 
six leading companies in the packing-house business. The remaining 
two, the Schwarzschild & Sulzberger Company and the Cyudahy Pack- 
ing C!ompany, appear to have no representation in the management of 
the National Packing Compan}. 

Section 3. Absence of general interownership among large 
companies.— Although, as just shown, three of the largest packing 
concerns are closely identified with the National Packing Company, 
there does not appear to be a general interownership of stock among 
the six companies. A representative of Armour & Co., of Illinois, 
has stated to the Bureau that "None of the stockholders of Armour 
& Co. is in any manner interested, either as stockholder, bondholder, 
or creditor, in Swift & Co., Morris & Co., Schwarzschild & Sulzberger 
Company, or the Cudahy Packing Compan}-." 

Mr. Edward Morris has made the following statement: "Neither 
Nelson Morris, Ira N. Morris, nor Edward Morris is a stockholder in 
Armour & Co., Swift & Co., the Schwarzschild & Sulzberger Company, 
or the Cudahy Packing Company." 

Mr. A. H. Veeder, counsel of Swift & Co. , has stated that Swift & Co. 
does not hold, directly or indirectly, any stock in the large packing 
cx)mpanies mentioned. As noted elsewhere in this report, however, it 
has been reported in the press that several thousand shares of the stock 
of the Schwarzschild & Sulzberger Company have recently been pur- 
chased by brokers who are supposed to act at times for Swift interests. 
Mr. Veeder's statement, it will be noted, does not cover the stock hold- 
ings of members of the Swift family as individuals. 

Mr. Edward F. Swift has stated to the Bureau that "No officer or 
director of Armour & Co., Morris & Co., the Schwarzschild & Sulz- 
berger Company, or the Cudahy Packing Company is a stockholder in 
Swift & Co., and this fact was verified by inspi»ction of the list of 
stockholders by an agent of the Bureau. 

Note. — For full Btatement« of Messrs. Armour, Swift, and Morm «fce k^^w^vs^. 
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A representative of the Cudahy Packing Company states that that 
concern owns no stock in any of the other five principal companies of 
the group under discussion, nor is any stock of the Cudahy Packing 
Company owned by any of the five other packing interests. 
W Section 4. Subsidiary companies. — An indication of the extensive 
interests of these companies may be obtained from the following 
tables, which show the principal subordinate concerns owned or con- 
trolled by each, as well as various companies in which they have an 
interest amounting to less than control: 

Table 11.— PRINCIPAL (COMPANIES IN THE ARMOUR & CO. GROUP, THEIR CAPITALIZA- 

TION, AND PLACE OP INCORPORATION. 



Name. 



State of incorporation. 



Armour «& Co 

Companies wholly owned or controlled by Ar- 
mour & Co. interests: 
(«) Companies in the packing business- 
Armour Packing Co 

Armour & Co 

Armour Car Lines 

A rmour & Co 

Armour Packing Co. (Limited) 

Armour Fertilizer Works 

Armour Soap Works 

Armour Glue Works 

Armour Curled Hair and Felt Works 

Armour Printing Works, none of which are 

separately incorporated. 
Other companies wholly owned and con- 
trolled by Armour interests- 
Armour Grain Co 

Armour Elevator Co 

Continental Fruit Express 

Stock yards companies in which Armour & Co. in- 
terests own stock: 

Union Stock Yards Co. of Omaha 

Fort Worth Stock Yards Co 

Sioux City Stock Yards Co 

St. Louis National Stock Yards 

Kansas City Stock Yards Co 



Illinois 



Capital stock 
issued. 



(b) 



New Jersey .... 

do 

do 

Pennsylvania « 
Louisiana 



New Jersey. 

Illinois 

do 



Nebraska. 

Texas 

Iowa 

Illinois . . . 
Missouri.. 



I 



920,000,000 



7,600,000 
100,000 
100,000 



5,000 



1,000,000 

100,000 

1,000,000 



7,500,000 
2,000,000 
3.000,000 
1,250,000 
8,026,000 



.Bonds. 



$1,200,000 

2,100,000 

2,600,000 

760,000 



a A partnership. 

Note.— Sec similar lists of stock yards companies for other packing companies. 

In addition to the companies mentioned in the above list, Armour interests some time ago par- 
chased the packing house of the Thomas J. Lipton Company, an Illinois corporation capitalized at 
8750,000. Armour interests also were formerly stockholders in the Kansas City Cattle Loan Company 
of West Virginia, capitalized at 8500,000, and the Chicago Cattle Loan Company of West Viiginia, 
capitalized at 8250,000. Both these companies have been dissolved. 

The Armour interests were also represented on the board of directors of the Chicago Jonctioii Rail- 
ways and Union Stock Yards Company for several years, but their representative, Mr. P. A. Valen- 
tine, resigned from that company's board in February, 1905 (Appendix). 

Mr. J. O. Armour owns a small amount of stock in the Western Packing Company, of San Francisco. 
Armour interests are at the present time also actively concerned in a readjustment of the capitali- 
zation of the United States Leather Company (Appendix). 
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Table 12.— PRINCIPAL COMPANIES IN THE SWIFT & CO. GROUP, THEIR CAPITALIZATION 

AND PLACE OF INCORPORATION. 



Name. 



Swift & Co 

Companies wholly owned by or in behalf of Swift & 
Co., of Illinois: 

Swift & Co 

Swift & Co 

Swift & Co 

Swift Packing Co 

Swift Fertilizer Works 

Swift Refrigerator Transportation Co 

Swift Live Stock Transportation Co 

Swift Beef Co. (Limited ) 

».43ompanies with which Swift & Co., of Illinois, 
are closely affiliated, but in which the Illinois 
corporation as such owns no stock: 

John P. Squire <fc Co 

Boston Packing and Provision Co 

New England Dressed Meat and Wool Co 

North Packing and Provision Co 

Libby, McNeill & Libby 

Libby, McNeill & Libby 

■M Bperry & Barnes Co 

Stock yards companies in which Swift & Co., of 
Illinois, own stock: 

Union Stock Yards Co. of Omaha 

Fort Worth Stock Yards Co 

St. Joseph Stock Yards Co 

St. Paul Union Stock Yards Co 

Kansas City Stock Yards Co. c 



State or place of 
incorporation. 



Illinois 



Maine 

West Vlrclnia 

New York 

Illinois 

do 

Maine 

do 

England 



New Jersey... 
Massachusetts 

Maine 

do , 

Illinois 

Maine 

Connecticut . . , 



Nebraska. . 

Texas 

Missouri . . . 
Minnesota. 
Missouri... 



Capital stock 
issued. 



935,000,000 



8,037,800 
100,000 
100,000 
100,000 
100,000 
02,000,000 
200,000 



6,660,000 

100,000 

800,000 

2,000,000 

2,000,000 

10,000 



7,500,000 
2,000,000 
1,650.000 
2,000,000 
8,036,000 



Bonds. 



t5, 000, 000 



b 1,570, 400 






1,200,000 

1,260,000 

2,060,950 

750,000 



a Only 40 per cent of this stock has been paid in. 

b Massachusetts report, 1903. 

c Holdings of Swift & Co. very small. 

Note.— See also Chicago Junction Railways and Union Stock Yards Company (Appendix). 

Table 13.— PRINCIPAL COMPANIES IN THE NATIONAL PACKING COMPANY GROUP, THEIR 

CAPITALIZATION, AND PLACE OF INCORPORATION. 



Name. 



National Packing Co 

(Companies directly controlled: 

G. H. Hammond Co 

Hammond Packing Co 

Hammond Beef Co 

G. H. Hammond & Co 

Hammond Packing Co 

Hammond Packing Co. , Montana 

Hammond Packing Co., Philadelphia 

Hammond Packing Co. , Toledo 

6. H. Hammond (kCo., Washington. 

Detroit Beef Co 

Hammond Co 

Anglo- American Provision Co 

Anglo-American Refrigerator Car Co 

Powler Packing Association a 

Kansas City Refrigerator Car Co 

Omaha Packing Co 

United Dressed Beef Co 

St. Louis Dressed Beef and Provision Co . 

Hutchinson Packing Co 

National Car Line Co 

Provision Dealers' Dispatch 

Continental Packing Co 

CoDipanies indirectly controlled: 

Intemational Packing Co. & 

Ruddy Brothers Co 



State of incorporation. 



New Jersey. 



Michigan.., 

Illinois 

Michigan... 

Illinois 

Colorado. .. 

Illinois 

do 

Michigan... 

Illinois 

Michigan... 
New York . , 

Illinois 

do 

Kansas 

do 

Illinois 

New York . . 

Missouri 

Kansas 

New Jersey. 

Illinois 

do 



.do 
.do 



Capital stock 
issued. 



$15,000,000 



3, 
1. 



1. 



2, 



600,000 

750,000 

20,000 

40,000 

5,000 

5,000 

6,000 

10,000 

15,000 

25,000 

24,000 

250,000 

200,000 

700,000 

150,000 

500,000 

300,000 

250,000 

150,000 

100,000 

390,800 

500,000 

500,000 
100,000 



Bonds. 



$1,550,000 



2,500,000 



a Including the Fowler's Canadian Co., Limited; The Fowler Brothers, Limited (Liverpool); and 
tbe Stock Yards Warehouse Co. 
^Company in process of liquidation. 



H. Doc. 382, 58-3- 
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Table 14.— PRINCIPAL COMPANIES IN THE MORRIS & CO. GROUP, THEIR CAPITALIZA- 
TION AND PLACE OF INCORPORATION. 



Name. 



Nelson, Morris & Co. (a partnership): 

Morris & Co 

Fairbank Canning Co 

Subsidiary companies wholly controlled: 

Morris&Co 

Morris Packing Co 

Morris Beef Co 

Morris Car Lines (not separately incorporated) 

Stock yards companies in which Morris interests 
own stock: 

St. Louis National Stock Yards Co 

St. Joseph Stock Yards Co 



State or place of 
incorporation. 



Maine . 
Illinois 



New Jersey. 

Illinois 

England 



Illinois . . 
Missouri . 



Capital stock 
issued. 



$3,000,000 
8,000,000 

100,000 
60,000 



1,250,000 
1,660,000 



Bonds. 



92,500,000 
1,250,000 



Table 15.— PRINCIPAL COMPANIES IN THE CUDAHY PACKING COMPANY GROUP, THEIR 

CAPITALIZATION AND PLACE OF INCORPORATION. 



Name. 



Cudahy Packing Co 

Cudahy Car Lines (not separately incorporated) 

Subsidiary concerns controlled by Cudahy interests 
as individuals: 

Cudahy Packing Co. (Limited) 

Cudahy Packing Co 

Stock yards company in which Cudahy Packing 
Co. owns stock: 
Sioux City Stock Yards a 



State of incorpora- 
tion. 



Illinois 



Louisiana 
Alabama . 



Capital stock 
issued. 



t7, 000, 000 



10,000 
10,000 



8,000,000 



Bonds. 



$2,100,000 



a Cudahy Packing Company owns 2,500 shares of preferred stock. 

Note.— The Cudahy Packing Company also owns $648.49 of common stock of John P. Squire & Co., 
taken in settlement of an account. It is stated by a representative of the Cudahy Packing Company 
that these are the only stocks in other concerns owned by that company. 

Table 16.— PRINCIPAL COMPANIES IN THE SCHWARZSCHILD & SULZBERGER COMPANY 
GROUP, THEIR CAPITALIZATION ANlf PLACE OF INCORPORATION. 



Name. 



Sch warzschild & Sulzberger Co 

Subsidiary companies owned: 

Schwarzschild & Sulzberger Co., of New- 
ark. 

Schwarzschild & Sulzberger Beef and Pro- 
vision Co. 

Schwarzschild & Sulzberger Beef Co 

Schwarzschild & Sulzberger Beef Co 

Cold Blast Transportation Co 

Lackawanna Live Stock Co 



State of incorporation. 



New York. . 
New Jersey. 
Missouri 



Ohio 

Alabama 
Maine . . . 
Illinois ... 



Capital stock 
issued. 



84,873,400 

100,000 

10,000 

5,000 

5,000 

250,700 

600,000 



Bonds. 



Section 5. Description of principal companies and their subsid- 
iary concerns. — A brief description of thie various subsidiary com- 
panies of each group will be found in an appendix to this report. A 
condensed summary of the functions of the principal subsidiary com- 
panies and of their relations to the parent organization of the respective 
groups follows: 

SWIFT <fe CO. 

Oraanization. — Swift and Company, of Illinois, was incorporated on 
March 81, 1885, with a capital stock of $300,000. Previous to its or- 

Janization there had been several partnerships in which Mr. Gustavus 
; Swift seems to have been the domiuatiug member. The capital of 
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the new company was speedily increased. In November, 1886, it wtss 
raised to $3,000,000 and further increases were made from time to 
time, the latest having occurred in January, 1904, when the amount 
was raised from 125,000,000 to $35,000,000, the present figure. The 
Illinois statutes do not permit a corporation to own stock in another 
company, and therefore the concerns given in the table above as 
owned by Swift & Co. are held by means of trustees. 
. I^operties and suhcompaiiies oimied, — The Illinois corporation owns 
and operates seven large packing houses at the following cities: Chi- 
cago, 111.; Omaha, Nebr.; Kansas City, Kans.; East St. Louis, 111.; 
St. Joseph, Mo.; St. Paul, Minn., and Fort Worth, Tex. According 
to the yearbook of the company for 1904, the plants cover a ground 
acreage of about 178 acres. Or the subsidiary companies previously 
mentioned,^ Swift & Co., of Maine, Swift & Co., of West Virginia, and 
Swift & Co. , of New York, are distributing agencies and conduct no 
slaughtering or manufacturing operations. The Swift Beef Company 
(Ldniited), is used as a selling agent in Great Britain, and the Swift 
Packing Company as the sales agency for Swift & (Jo.'s business in 
Germany. The Swift Fertilizer Works, as its name indicates, is used 
to conduct the fertilizer department of the business, while the Swift 
Refrigerator Transportation Company and the Swift Live Stock Trans- 
portation Company, both Maine corporations, are employed to manage 
the private car lines of the Swift interests. The increase of $10,000,000 
in the capital stock of the Illinois corpomtion, it is officially stated, was 
used in part to acquire several of the subsidiary corporations, particu- 
larly Swift & Co., of Maine, the Swift Refrigerator Transportation 
Company, the Swift Live Stock Transportation Company, and the 
Swift Beef Company (Limited). Most of the distributing agencies 
in New England are now owned by the Illinois corporation through 
trustees.* 

Affiliated companies, — In addition to the companies directly owned 
in behalf of Swift & Co. , of Illinois, it has already been shown that 
Swift interests are closely identified with several other corporations. 
Of these, Libby, McNeill & Libby may be specially mentioned as the 
owners of a packing house and also of a refrigerator car service. 1 1 
is stated that Swift & Co., as a corporation, owns no stock in this con- 
cern. The exact ownership of the various eastern packing companies 
included in the list of Swift properties already given^ has not been 
absolutely established. It is specifically denied that Swift & Co. f\s 
a corporation holds stock in these. Swift interests are neverthele,' s 
well represented in these companies, as will be seen from tire 
following: 

Libby^ McNeill & Libby, — Four of the seven directors — Edward F. 
Swift, L. A. Carton, Louis F. Swift, and A. H. Yeeder — are al£^o 
directors or officers of Swift & Co., of Illinois. 

John P. Squi/re c6 Co, — E. C. Swifts is chairman of the board of 
directors, ana F. P. Comstock, manager of Swift & Co. , at Providence, 
R. L, is also a director. E. H. Barnes, at the time of his death in 
1904, was a director in both John P. Squire & Co. and Swift & Co. , 
of Illinois. 

Boston Packvng and Provision Company, — ^This concern is owned by 
John P. Squire & Co. E. C. Swift was quoted in 1904 as^ saying: 

a Se© Table 12, p. ^, b^ee Appendix.* 
•% 
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"J. P. Squire & Co. have absorbed the Boston Packing and Provision 
Company."^ 

North Packing and Provision Company. — E. C. Swift is president, 
and D. M. Anthony, a director in the Swift Refrigerator Transpor- 
tation Company and in the Swift Live Stock Transportation Company, 
is a director. 

New England Dressed Meat and Wool Company. — E. C. Swift and 
E. F. Swift are directors in this company. 

Sperry da Ba/rnes Company. — E. H. Barnes, of this concern, was, 
at tne time of his death, a director in Swift & Co., of Illinois. 

In addition to these concerns, there are a number of smaller compa- 
nies or firms which are apparently dominated by Swift interests.* 

The connection of Swift interests with several stock yards companies 
has already been indicated. In the case of the Union Stock Yards 
Company, of Omaha, and of the Kansas City Stock Yards Company 
onl}'^ a very small amount of stock is held by Swift & Co., and Swift 
interests, as individuals, it is authoritatively stated, have no stock in 
these corporations. In the case of the Fort Worth Stock Yaixis Com- 
pany, Swift & Co., of Illinois, apparently have a larger interest, and 
probably control of that corporation is held by Swift & Co. and Armour 
& Co. interests. Mr. Edward F. Swift is vice-president of the company. 
Mr. Louis F. Swift is president of the St. Joseph Stock Yards Company, 
and an unstated amount of the stock of this corporation is held by 
Swift & Co., of Illinois. The Illinois corporation also owns a certain 
amount of the capital stock of the St. Paul Union Stock Yards Com- 
pany, and Mr. Louis F. Swift is chairman of the board of directors. 
Swift & Co. hold no stock in the St. Louis National Stock Yards Com- 
pany (of East St. Louis, 111.), or in the Sioux City Stock Yards Com- 
pany or in the Chicago Junction Railways and Union Stock Yardi^ 
Compan}^ but the Swift interests were formerly represented in the 
directorate of the latter company by Mr. A. H. Veeder.^ Mr. Veeder 
resigned this position in February, 1905. Swift interests are well 
represented in the directorate of the St. Louis National Stock Yards 
Company, as shown in the appendix to this report. 

Volume ofhusiriess, — An idea of the magnitude of the operations of 
Swift & Co. ma}^ be obtained from the following table snowing the 
gross business of the company in dollars for a series of years, and its 
total resources as given in the annual balance sheets: 



Year. 



*898 
1899 
1900 
1901 
1902 
1903 
1904 



Total sales, 
ovei>— 



$150,000,000 
160,000,000 
170,000,000 
200,000,000 
200,000,000 
200,000,000 
200,000,000 



Total 
resouiceB. 



$29,773,362 
84,087,140 
86,720,621 
42,604,833 
60,012,861 
64,200,075 
64,657,096 



The large number of local distributing agencies of Swift & Co. may 
be noted. Mr. L. A. Carton, in the annual report of Swift & Co. for 
1903, said: "To dispose of our product we control 341 separate 
branch houses at home and abroad. Of these we own 189 in tMs 
country, and own or control 60 in foreign countries." 

^-Bu^cAensf' Advocate, March 9, 1904. ^ ^ee A-ppeaAix.. ^Seepage 84. 
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The Swift Refrigerator Transportation Company has 6,473 cars, and 
the Swift Live Stock Transportation Company 404 cars. The car 
mileage of the former company was reported to the State of Minnesota 
for the year ended June 30, 1903, as 179,074,777 miles; for the year 
ended June 30, 1904, it was 203,494,173 miles. « 

ARMOUR ife C50. 

Organization.. — Until 1900 the operations of the Armour interests 
were directed by a partnership of which Mr. P. 1). Armour was the 
active head. The change to corporate form was presumably sug- 
gested by a desire to insure the greater permanence which that method 
of organization affords. Its adoption may have been hastened by the 
death of Mr. P. D. Armour, jr., and by the illness, at that tune, of 
his father.* The packing-house interests of the former partnership 
were turned over to Armour & Co., an Illinois corporation with 
$20,000,000 capital stock, and to several subsidiary corporations organ- 
ized for purposes of convenience. About the same time the Armour 
Grrain Company, with $1,000,000 capital stock, was organized under 
New Jersey laws. The Armour Elevator Company, an Illinois corpo- 
ration, was organized in 1888. Neither of these companies has any 
direct connection with the packing-house business. 

Since, under the laws of -Illinois, a corporation organized in that 
State can not hold stock in another company, the various concerns 
directly aflSliated with Armour & Co. , of Illinois, are controlled through 
ownership of their shares by Armour interests as individuals. Neither 
Armour & Co., of Illinois, nor any of the afBliated companies has 
any bonded indebtedness. 

Properties, — Armour & Co., of Illinois, owns packing houses at Chi- 
cago, Omaha, and East St. Louis, and the Illinois corporation directly 
conducts the various establishments at these points for the manufac- 
ture of by-products. The Illinois company, it is oflScially stated, 
transacts business only in the States of Illinois and Nebraska. As 
shown in the appendix, however, the accounts of some of the sub- 
sidiary corporations are carried on the books of the Illinois corpora- 
tion, and it is authoritatively stated that the profits of the companies 
mentioned in the table above given as directly controlled by Armour 
& Co., of Illinois,^ are included in those of that corporation. 

Affiliated companies. — Of the affiliated companies of Armour & Co. , 
of Illinois, directly controlled, the Armour Packing Company, of New 
Jersey, is the lai*gest in respect to capitalization, it having a stock issue 
of $7,600,000. This company was incorporated in 1893 by brothers of 
Mr. P. D. Armour, with others, and for some years was operated sepa- 
rately from the business of Mr. P. D. Armour and his branch of the 
family. Prior to the death of Mr. P. D. Armour a complete com- 
munis of interest was established between the two companies, and the 
New ffersey organization, though retaining its corporate identity, is 
now virtually a branch of the Illinois company. The Armour Pack- 
ing Company operates the Armour plant at Kansas City. The New 
Jersey corporation of Armour & Co. was organized largely for rea- 

« See chapter on private car lines (VI, p. 270). 

^ Press reports at that time mentioned these as among the reasons for the incor- 
poratioii of the business. See Commercial and Financial ChTomcY^, 'i^axOa. \1 ,Y^S>Si» 
«See Table XI, page 28. 
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sons of legal convenience. It operates nearly all the distributing agen- 
cies of the Armour interests, and it also owns the Armour packing 
houses at Sioux Cit}^, Iowa, and Fort Worth, Tex. The Armour Car 
Lines, also a New Jersey corporation, operates the private car services 
of the Armour interests, with the exception of a line of fruit cars 
operated b}" the Continental Fj'uit Express. That company, organized 
under the laws of Illinois, with a capital stock of $1,000,000, was origi- 
nall}^ controlled by the Earl Fruit Company. The properties of that 
concern, according to testimony of President George B. Bobbins, of the 
Armour Car Lines, before a subcommittee of the Committee on Inter- 
state and Foreign Conmierce of the House of Representatives, in Feb- 
ruar}^ 1905, was in 1900 or 1901 purchased by the Armour interests. 
The fruit business of the Earl concern was at once disposed of, but the 
private-ciir line was retained by the Annours. The stock of the Con- 
/ tinental Fruit Express is held by the Armour Car Lines. The Armour 
' Packing Company (Limited) is used as the selling agency of Armour 
& Co. and the Armour Packing Company in their Louisiana business. 
IntdveHt in stock-yards companies, — ^The Armour interests have a 
substantial, though a minorit}^, voice in the Union Stock Yards Com- 
pany of Omaha, and they are represented on the directorate by Mr. 
P. A. Valentine and Mr. Samuel McRoberts. The Armour interest 
in the Sioux City Stock Yards Company constitutes only a modest 
minorit}^ of the total capital stock, and the same is true of their hold- 
ings in the St. Louis National Stock Yards. They have a relatively 
larger interest in the Fort Worth Stock Yards Company, and their 
holdings with those of Swift & Co., as already stated, are apparently 
large enough to control that corporation. Mr. J. O. Armour is 
president of the Fort Worth StocK Yards Company. The various 
Armour holdings in the stock of the Kansas City Stock Yards Com- 
pany are not sufficient to give them control, their total interest aggre- 
gating less than 10 per cent of the entire amount of issued stock. A 
list of stockholders of the Kansas City Stock Yards Company filed in 
Kansas in 1902 credited the Armour Packing Company with the own- 
ership of 4,437 shares of stock, Margaret E. Armour with 1,559 shares, 
and the estate of Mr. H. O. Armour 820 shares; Mr. J. O. Armour 
(as trustee with others), 813 shares. Other members of the Armour 
family hold more or less stock. Another list, prepared in January, 
1904, credited the Armour Packing Company with 4,212 shares, ana 
Margaret E. Armour with 1,719 shares. The other Armour holdings 
were in some instances smaller than those reported in 1902. The 
Armour interests were represented in the directory of the Chicago 
Junction Railwa3^s and Union Stock Yards Companv by Mr. P. A. 
Valentino, but in Februarj^ 1905, he resigned from the board. This 
company owns practically all the stock of the Union Stock Yard and 
Transit C'ompany. Jn 1891 a contract was entered into between 
Armour & Co. (tlien a partnership), Swift & Co., and Nelson Morris & 
Co. and the Chicago Junction Railwa^^s and Union Stock Yards Com- 
pany by which the three packing concerns agreed to maintain their 
packing houses at the present stock yards for fifteen years from that 
date and not to establish other yards or plants within 200 miles of 
Chicago. Jn consideration of this agreement these packers received a 
block of bonds of the stock 3^ards company. An officer of Armour & 
Co. states that Armour interests " hold no stock and are not otherwise 
interested in the St. floseph Stock Yards Company or the St. Paul Union 
jStock Yards Company. " 
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Volume qfhvsmess. — Armour & Co., of Illinois, publish no reports 
whatever. The resources of some of the affiliated corporations nave 
been reported to various State authorities, for the purpose of taxa- 
tion, but the figures are so meager and discrepancies are so frequent 
as to render them worthless as an indication or the total business of 
the group. The company's packing houses are among the largest in 
the country, and it has a very large number of wholesale distributing 
agencies. Its investment in private cars is more extensive than that 
of any other packing house. The Armour interests own nearly 14,000 
cars. ^Of these 12,029 are operated by the Armour Car Lines and 
1,645 by the Continental Fruit Express. 

NATIONAL PACKING COMPANY GROUP. 

Organization. — ^The National Packing Company, as already shown, 
is distinguished from the other large packing concerns in that it is a 
merger of several independent companies, rather than a gradual devel- 
opment of a single organization. The company is a "nolding" cor- 
poration, so-called, most or all of its properties being controlled by 
ownershij) of stock. The company was incorporated under New. Jer- 
sey laws in March, 1903, with a capital stoct of $15,000,000. The 
company has no bonded indebtedness. 

Properties and affiliated companies. — Through its subsidiary cor- 
porations, the National Packing Company owns packing establishments 
at Chicago, Kansas City, Omaha, East St. Louis, and New York, its 
Chicago and Omaha plants also including private stock yards. The 
Chicago plants include those of the Omaha Packing Company, the 
Anglo-American Provision Company, and the Continential Packing 
Company. The St. Louis plant is that of the St. Louis Dressed Beef 
and Provision Company; that at Kansas City was formerly owned by 
Uie Fowler Packing Association, and the New York plant is that of 
the United Dressed Beef Companv. The G. H. Hammond Company 
formerly had a large packing plant at Hammond, Ind. This was 
burned and was not rebuilt, the company, instead, opening a packing 
house at Chicago. The Hammond Packing Company formerly had a 
packing house at St. Joseph, which was also burned in 1903, but which 
nas since been rebuilt, in addition, the National Packing Company 
controls several smaller packing establishments, including that oi the 
Buddy Brothers Company, at Armourdale, Kans. , and that of the Hutch- 
inson "Packing Companjr, at Hutchinson, Kans. 

The private car services of the National Packing Company are operr 
ated through two subsidiary organizations, namely, the National Car 
Line Company, a subsidiary organization incorporated under New 
Jersey laws with $100,000 capital stock, and the Provision Dealers' 
Dispatch, an Illinois corporation with $500,000 authorized capital 
stod:, of which $390,800 is outstanding. The National Car Line Com- 

Sny has acquired the equipment of the Anglo-American Refrigerator 
T Company, the Kansas City Refrigerator Car Company, and the 
Omaha Packing Company — formerly owned by the Fowler interests — 
the St. iiouls Dressed Beef Refrigerator Car Company, and the Ham- 
mood Befrigerator Line. The exact relationship of the Provision 
Dealers' Dispatch to the National Car Line Company has not been 
estahlislied, but the directorate of the former company includes J, P. 
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layman, Edward Tilden, and Thomas E. Wilson, all directors of the 
National Packing Company, and George B. Bobbins, a director in 
Armour & Co. The accounts of the two corporations are apparently 
kept separately. The National Packing Company owns 1,026 beef cars, 
966 provision cars, 152 box cars, and 54 tank cars. The Provision 
Dealers' Dispatch, in March, 1904, reported the ownership of 661 cars, 
of which all but 16 were of the refrigerator type. ^ 

Ownership qf Block, — ^The joint interest of several large packers in 
the National Packing Company is forcibly suggested by the complex- 
ion of its board of directors already given. * There is every indica- 
tion that the stock of this company is very closely held. It nas, in 
fact, been reported that the Armours, the Swifts, and the Morrises 
own all the stock in the following proportions: Swift & Co. inter- 
ests, 46 per cent; Armour & Co. interests, 42 per cent; and Morris & 
Co. interests, 12 per cent. 

The National Packing Company publishes no reports whatever, and 
there is nothing in the meager returns submittefl to State authorities 
to show either the gross volume of business or the amount of profit. 
Former President J. P. Eyman is reported to have said, at the tmie of 
the company's organization, that it would control about $140,000,000 
of business annually. ^ 

MORKIS & CO. GROUP. 

Orgamzation, — Although the partnership of Nelson Morris is still 
in existence, it is maintained, according to a statement by Mr. Edward 
Morris, for purposes of convenience only. The principal concerns in 
the Morris group are Morris & Co., of Maine, and the Fairbank Can- 
ning Company, of Illinois, each of which is capitalized at $3,000,000. 
Any of the properties in the name of Nelson Morris & Co. are held in 
trust for these corporations. Morris & Co., of Maine, owns various 
branch houses, while the Fairbank Canning Company is technically the 
owner of most, if not all, the packing-house properties of the Morris 
interests. The principal packing establishments are at Chicago, East 
St. Louis, 111., St. Joseph, Mo., and Kansas City, the plant at the last- 
named point having only recently been completed. It is officially 
stated that the stock in these subsidiary corporations, with the excep- 
tion of directors' shares, is held by Nelson Morris, Edward Morris, and 
Ira N. Morris. The stock of the various subsidiary corporations is 
held by these shareholders in the same proportions.^ 

AMliated compcmies. — Of the subsidiary companies, Morris & Co., 
of New Jersey, operate some of the brancn houses. Practically all its 
stock is owned by Morris & Co. , of Maine. The New Jersey corpo- 
ration was originallj^ capitalized at ^,000,000, but the amount was 
reduced to $100,000 m 1903. The Morris Packing Company is used to 
transact the German business of the Morris interests, and the Morris 
Beef Compan}^ to handle the British trade. The Morris Car Lines 
are not separately incorporated, but are operated for the benefit of 
the Fairbank Canning Company and Morris & Co., of Maine. These 
cars are operated under the following trade names: Morris & Co. 

« Official Railway Equipment Register, March, 1904. For farther description of 
the operations of private cars see chapter on private car lines. 
&See Table 13, page 29. 

<^ Journal of Commerce and Commercial Bulletin, March 12, 1904. 
^See Appendix, 



THE BEEF INDUSTRY. 37 

Refrigerator Line, Morris & Co. Tank Line, and American Live Stock 
Transportation Company, the latter being used to operate about 400 
stock cars owned by Nelson Morris personally. The other cars of the 
Morris interests number 1,469, most of which are of the refrigerator 
type.« 

Holdings of Morris interests in stock yards. — Mr. Edward Morris 
has stated to the Bureau that while he is president of the St. Louis 
National Stock Yards Company, the stock in that company owned by 
him is a personal investment, and has no connection whatever with 
the beef Dusiness of Morris & Co. He further states he does not 
know whether the Morris and Swift holdings in the St. Louis 
National Stock Yards Company would together constitute a controlling 
interest. He makes a similar statement in regard to the St. Joseph 
Stock Yards Company, in which he is a director, and in which Swift 
& Co., as shown elsewhere, own stock.* 

Yolume of business, — The Morris interests publish no annual reports 
whatever, and such returns as are made to State authorities for pur- 
poses of taxation or in compliance with State requirements afford no 
satisfactory indication of the gross operations or the various Morris 
companies. It will be seen that the Morris companies have a con- 
siderably smaller investment in private cars than Armour & Co., 
Swift & Co., or the National Packing Company. 

CUDAHY PACKING COMPANY. 

Organization. — The Cudahy Packing Company originally had very 
close affiliations with the Armour interests. Mr. P. D. Armour was, 
in fact, one of the original subscribers to the Armour-Cudahy Packing 
Company, under which name the Cudahy interests were first incorpo- 
rated in 1887. Mr. Armour's holdings were 2,350 shares out or a 
total of 7,500 shares originally issued, the balance being taken by Mr. 
Michael Cudahy and Mr. E. A. Cudahy. In 1890 the name of the 
company was changed to Cudahy Pacfeing Company, the Cudahvs 
having by that time purchased all the interest of the Armours in the 
original corporation. The company then had a capital stock of 
$760,000. This was increased in 1890 to $3,500,000, and in 1900 to 
$7,000,000, the present figure. Of this latter amount $2,000,000 is 
preferred stock. 

I^operties. — The Cudahy Packing Company operates packing houses 
at Sioux City, Iowa; South Omaha, Nebr. ; Kansas City, Kans., and 
Los Angeles, Cal. These are the only places at which it conducts 
slaughtering operations. The company has a hundred branch houses 
in the United otates alone. It has its own private car line services 
known as "Cudahy Refrigerator Line" and ''Cudahy Oil Tank Line." 
These car lines are not separately incorporated. 

Affiliated companies. — The Cudahy Packing Company, as such, really 
hsiS no subsidiary companies. There are, however, two concerns used 
in certain States for the distribution of its products. These are the 
Cudaliy Packing Company of Louisiana (Limited), organized for pur- 
poses of legal convenience in the State of Louisiana, and the Cudahy 
racking Company of Alabama, organized for the same reasons to act 
as distributing agency in the States of Alabama and Virginia. Each 

•Eor further description of the operations of these cars, see chapter on private car 

lines. 
>See p^g© 34 in regard to Chicago Junction Railways and ^U>ckXaida CiaoiV'^xjc^ . 
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of these concerns is capitalized at $10,000. The stock is not owned by 
the Cudahy Packing Company, but by the stockholders of that com- 
pany as individuals, the stocks of all the companies being owned in the 
same proportions by the same parties. 

The Cudahjr Packing Company owns 2,500 shares of the preferred 
stock of the Sioux City Stock Yards Company. It also owns $648.49 
of the stock of John P. Squire & Co. ; this stock, it is stated by a 
representative of the Cudahy Packing Company, was taken in settle- 
ment of an account.^ Mr. Michael Cudahy and Mr. E. A. Cudahy own 
50 shares of stock each in the Cudahy Brothers Company, but a repre- 
sentative of Cudah}^ Packing Company states that the two corporations 
are entirely distinct and that the Cudahy Brothers is in no sense a sub- 
sidiary corporation of the Cudahy Packing Commnv. With the 
exception of the instances cited, neither the Cudahy PacKing Company 
nor any of its stockholders, according to statements of a representetive 
of the company, owns stock in any packing company. 

Volume ofhimness, — Figures are given elsewhere of the gross sales 
of the Cudahy Packing Company for several years.* 

SCHWARZSCHILD A 8UL.ZBERGER COMPANY GBOUP. 

The parent organization of this group is Schwarzschild & Sulz- 
berger Company of New York, incorporated in 1893 with $5,000,000 
authorized capital stock, of which $4,373,400 is issued. In 1902 the 
shareholders voted to authorize $5,000,000 of preferred stock, but, 
as already noted, owing to litigation the actual issuance of this has 
been delayed. 

Properties and sicbsidiary companies. — The Schwarzschild & Sulz- 
berger Company formerly conducted all its slaughtering operations at 
its eastern establishment. In 1893 the Schwarzschild & Sulzberger 
(/ompany acquired the Phoenix Packing Company, of Kansas City, 
l[^ns. This was the beginning of its operations in tne West. At the 
time of acquisition the plant had a capacity of 500 cattle per week. It 
has been greatly enlarged. The Cold Blast Transportation Company 
was purchased from the Phoenix interests at the same time. In 1901 
a plant was started at Chicago. The company has a large number of 
distributing agencies throughout the United States. In New' Jersey, 
Alabama, Ohio, and Missouri, for reasons of legal convenience, sub- 
sidiary companies with moderate c^apital stock have been organized to 
operate such branch establishments.^ For the operation of its refrig- 
erator-car service the Cold Blast Transportation Company, of Maine, 
just mentioned, is employed; the Cold Blast Transportation Company 
owns about 1,000 refrigerator cars. Besides these cars the Schwarz- 
schild & Sulzberger Company owns and operates a number of sales and 
tank cars. These are not owned by the Cold Blast Transportation 
(/Oinpany, and have no connection with it. Another corporation, the 
Lackawanna Live Stock Company of Illinois, operates about 250 live- 
stock cars. 

It is authoritatively stated that all the stock of all the subsidiary com- 
panies of the Schwarzschild & Sulzberger Company, given in the 
tible at the beginning of this chapter, is owned in the interest of the 

« See note, Table 15, page 30. 
ft See section on capitalization. 
c See Appendix. 
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Schwarzscliild & Sulzberger Company, of New York, so that the 
profits of the parent organization include those of the entire group. 

Ownership of stock. — A large majority of the stoi^k of the Sc^hwarz- 
schild & Sulzberger Company, of New York, is held by the h^adinj^^ 
officers and directors. A report to the State of Kansas in l\H)2 indi- 
cated that about 8,000 shares out of about 43,700 shares then issued 
were scattered among miscellaneous holders. It has recently been 
reported in the press that more or less of this scattered stock has beeji 
accumulated by some of the large western packing houses. The* Bureau 
has been authoritatively informed that something like 4,0iM) shares of 
Schwarzschild & Sulzberger stock were purchased by F. S. Moseley & 
Co., brokers, with oflBces in Boston, New York, and Chicago. F. S. 
Moseley & Co. are sometimes spoken of among packers as 'SSwift 
brokers." The stock in question has been transferred to the name of 
F. S. Moseley & Co. In this connection it may be noted that represen- 
tatives of the Armours denied, in statements to the liureau, any own- 
ership in the stock of the Schwarzschikl & Sulzberger Company. A 
similar denial has been made by Mr. Edward Morris in behalf of 
the Morris interests." 



/s 



n. CAPITALIZATION. 



Section 6. Apparent absence of overcapitalization.— The objec- 
tion of overcapitalization does not appear to apply with much force in 
the case of the great beef -packing companies. On the contrary, the 
evidence points strongly to the conclusion that, so far as the parent; 
companies of the six groups already discussed are concerned, lixed^ 
liabilities are more than secured by actual assets. There are, indeed, f 
suggestions in some instances of an effort to conceal values and profits . 
rather than to inflate them. It should be stated that the question of 
capitalization has been considered by the Bureau chiefly from the 
standpoint of the consumer rather than from that of the investor, and 
principally for the purpose of determining wliether profits constitute 
an excessive return on the capital invested. 

The capitalization of the six principal companies especially dis- 
cussed, as already shown, is as follows: 



Name. 



Swift & Co., niinois 

Annoardc Co., Ulinois 

National Packing Co., New Jersey 

Nelson Morris & Co., a including— 

Morris & Co., Maine 

Fairbank CanninerCo 

Schwarzschild <fe Sulzberger Co., New York 
Cudahy Packing Co., Illinois 



Capital stock. Bonds. 



S35, 000, 000 
20, 000, 000 
15,000,000 

3,000,000 

3,000,000 

66,000,000 

7, 000, 000 



$5,000,IKX) 



a Partnership. 

*>Not including $5,000,000 preferred stock, the issuance of which has been delayed by litigation. 

Before discussing the individual companies in detail, a few general 
considerations may be noted as tending to establish that the capitaliza- ) 
tion is not inflated. ) 



aSee page 217. 
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C First. The stocks of these companies are in nearly every instance 
i closely held; the only exceptions occur in the case of Swift & Co. 
and the Schwarzschild & Sulzberger Company, of which special men- 
tion will be made. Furthermore, the stockholders are in most of 
the other cases limited to members of the respective families, except 
for a small amount of scattered stock. This being the case there is 
little inducement to inflate capitalization; indeed, there is an induce- 
1 ment to avoid such inflation because of the corresponding increase in 
i taxes on capital stock. 

/ Second. With the exception of Swift & Co. of Illinois, none of the 
/ six companies has listed its stock on any public stock exchange, nor is 
such stock actually dealt in in a public manner. Any transfers of the 
stocks of the other five companies are apparently very infrequent. 
I Third. There has been no '' promotion," in the ordinary sense, in the 
\ organization of these companies. Swift & Co. of Illinois, the only 
I corporation which has what may be called a public market for its 
i securities, has invariably sold its issues of capital stock and bonds at 
•par and for cash. 

Fourth. The known large investment of these companies in fixed 
plant. The packing houses of all these companies are of great size and 
obviously represent a large cash investment. This is also true of the 
private car line services, an approximate value of the investment in 
which may be arrived at, since the number of cars is known. 

The only one of these six companies which publishes regular reports 
is Swift & Co. of Illinois, and its annual statement consists of a mere 
balance sheet, much condensed, with no income account. Balance 
i sheets for some of the other corporations are filed in certain States. 
Aside from such brief statements, there is little basis for discussing 
the merits of capitalization. 

Section 7. Swift &. Co. — In the case of Swift & Co. a general pre- 
sumption in favor of the conclusion that the capitalization is fair is 
established by the fact, already noted, that the entire $35,000,000 
capital stock and the $5,000,000 bonds of this company have been 
paid in at par and in cash, not in property. Mr. Edward F. Swift has 
made the following statement to the Bureau of Corporations: 

The shares of the stock of Swift & Co. have always been paid for in 
cash at the par value, at the rate of $100 per share. From time to 
time, when increased capital was contemplated for use in enlarging 
arid facilitating the business, stockholders were given an opportunity 
to subscribe for pro rata amount of stock, and there has never been 
any of Swift & Co.'s stock issued except on payment of $100 per share, 
and the full capitalization of $35,000,000 is now issued and paid for. 
When the company has acquired the securities of other companies, as, 
for example, when the stock of Swift & Co. of Maine was recently 
purchased, the properties were bought for cash. 
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Mr. Swift further stated that the proceeds of the $5,000,000 of 
bonds were paid into the corporation in cash at par. 

Following are comparative balance sheets of Swift & Co., of Illi- 
nois, for 1904 and 1898: 

Table 17.— COMPARATIVE BALANCE SHEETS OF SWIFT & CO. FOR 1904 AND 1898. 



ASSETS. 



Real estate, etc •. 

Unexpired insurance 

Horses, wagons, and harnesses 

Investments, including branches 



QUICK ASSETS. 

Sundry stocks and bonds 

Cash 



Accounts receivable 

Equity over amount, drawn on consignments 

live cattle, sheep, hogs, dressed beef, etc., on hand. 



Total assets. 



LIABILITIES. 



Capital stock paid in 

Bonds 

Bond Interest accrued 

Bills payable 

Accounts payable 

Due Swift & Co.'s connections 

Taxes 

Surplus 



Total liabilities. 



1904. 



$14,699,987 



106,449 
7,652,519 



7.889,998 

2,485,963 

16,290,990 



15,531,189 



64,657,096 



35,000,000 

5,000,000 

62,500 

15,334,662 
2,475,996 



537,933 
8,246,005 



1898. 



$8,679,682 

56.615 

71,097 

4,111,308 



1,967,214 
933,786 
3,944,661 
1,695,209 
8,313,990 



29, 773, 362 



15,000,000 
2,500,000 



7,861,826 
1,316,303 
2,017,917 



1,077,317 



64,667,096 



29,773,862 



Increase. 



$6,020,305 

a 56, 616 

36,352 

3,641,211 



5,922,7M 

1,662,177 

12,346,429 

a 1,696, 209 

7,217,1^9 



34,883,734 



20,000.000 

2,600,000 

62,500 

6,472,837 

1, 159, 693 

a 2, 017, on 

537,933 

7,168,688 



34,883,734 



a Decrease. 



Since the Bureau has made no physical examination of the properties 
of Swift & Co. and no inspection of its private books on this subject, 
about the only comment on the balance sheet which can safely be made is 
that contained in the general considerations already noted. Special 
mention may be made of the investment in private cars. The Swift 
Refrigerator Transportation Company has 5,473 cars, nearly all of 
which are of the refrigerator type and most of which are used for 
packing-house products. At an average valuation of only $500 per 
car, a figure probably too low, the investment in these would he 
about $2,750,000; at $800 per car it would exceed $4,300,000; ^t 
11,000 per car it would amount to practically $5,500,000. The Swift 
Live Stock Transportation Company has 404 cars, which*, at an average 
valuation of say $600 each, would represent an investment of about 
1250,000. The. stock of both these companies is now owned, through 
trustees, by Swift & Co., of Illinois. 

The company's valuation of its equipment is apparently only a small 
portion of the valuation placed on its total assets. For 1902 a bal- 
ance sheet of the Swift Refrigerator Transportation Company, as 
filed in Massachusetts, carried the car property at $4,886,546. In the 
same year the total assets of Swift & C6. of Illinois — which at that 
time did not, apparently, include the equipment — ^N^e^i:^ ^xn^tl m>i5c^^ 
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balance sheet of that corporation as $50,012,861. * If the valuation of 
the entire propei*ty was on the same basis as that of the equipment, 
there would not appear to be much indication of serious overcapitali- 
zation. It will be shown later that the car-line investment of the 
Cudahy Packing Company, as carried on the balance sheet of that cor- 
poration, represents less than 7 per cent of the total resources, while 
in the case of the Schwarzschild & Sulzberger Company the propor- 
tion of the car-line investment to total resources — again as shown in 
the balance sheet — is only about 5 per cent. All of this indicates that 
the car properties of a packing-house company — so far as the packing- 
house business proper is concerned — would naturally amount to only 
a moderate proportion of the total assets. The large known invest- 
ment of Swift & Co. in cars, therefore, constitutes a favorable com- 
ment as to the merit of the company's entire capitalization. 

The main items in the balance sheet which could be suggestive of over- 
capitalization are those of the accounts receivable and of inventory of 
live stock, etc., and manufactured products on hand. The allowance 
of $15,531,189 credited to the latter item would, on its face, seem to 
be a very liberal one. The large packing houses do not regularly 
carry many days' supply of live stock for slaughter, and the total 
value of a single day's slaughter would constitute only a small portion 
of the sum under consideration. Bj^ far the greater part of this entry 
must be represented by manufactured product. On the other hand, 
with reference to these two items of the balance sheet, it should be 
remembered that Swift & Co. do a business of over $200,000,000 per 
year; that stocks of some important commodities are carried several 
months, and of other important commodities for two or three weeks; 
and that trade custom, especially in the large export business, requires 
the company to allow credit for some time on large amounts of sales. 

These considerations leave out the question of the large floating 
indebtedness of Swift & Co., which, in 1904, was reported in the 
balance sheet at more than $15,800,000. This large floating debt 
might possibly modify opinions as to the justification of fixed capital 
liabilities, but in the absence of more information than the Bureau has 
thus far gathered, intelligent discussion on this point is forbidden. 

In connection with the balance sheet the following statement by Mr. 
Edward F. Swift to the Bureau of Corporations may be quoted: 

The figure of about $14,800,000, appearing in the balance sheet of 
1904 as representing the value of real estate, horses, wagons, and 
harnesses, covers our investment in packing house plants. The f urtiier 
sum of $7,652,519, given as an asset under the heading ^* Investments, 
including branch houses," does not represent any of the stocks or bonds 
owned by this company, such stocks and bonds being wholly covered 
by the next item in the balance sheet. The fact that the stock of the 
company is greater than the tangible value of its plants and operating 
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properties, plus the investment which it has in stocks and bonds, is due 
to the necessity of having a large running capital, because all live stock 
is bought for cash, and the product has to be carried for a greater or 
less length of time and sold upon credit, thus requiring additional 
capital to carry on the business. 

As bearing on this question of the merits of capitalization of Swift 
& Co., the quotations of the company's stock may properly be con- 
sidered. These, as recorded in the Boston market for a series of years 
(the stock of the company being quoted in the unlisted department of 
the Boston Stock Exchange), are as follows (quotations for the stock 
of the Swift Refrigerator Transportation Company in Boston, for such 
years as are available, are also given): 

Table 18.— PRICES OF SWIFT & CO. AND SWIFT REFRIGERATOR TRANSPORTATION COM- 
PANY STOCKS IN BOSTON MARKET. 

[From •• Manual of Statistics," except 1904.] 



Year. 


Swift & Co. 


Swift Refriger- 
ator Trans- 
portation Co. 




High. 


Low. 


High. 


Low. 


1898 


104) 

105 

1034 

110 

177 

132 

116 


891 
98 
98 
100 
100 
99 
991 






1S99 






1900 


175J 

160 

154 


140 


1901 


150 


1902. 


140 


1908^.: 




1904 






iv.r 







From these figures it will be seen that the stock of Swift & Co., 
since 1898, has gone but little below par — the lowest in 1898 was 89i. 
The high price of 177 in 1902 was undoubtedly due in part to the 
remarkable appreciation of security values generally in that year, but 
more particularly to the persistent rumors that a consolidation of the 
large packing houses was in contemplation. One report was that 
Swift & Co. would be taken over by a new company on the basis of 
300 per cent in the latter's securities.^ The stock declined sharply 
frcHn this artificial quotation, but in the year 1903, when there was a 
tremendoAs shrinkage in security values, it barely broke below par. 
At the present time* it is quoted at about 108. 'fji f 7^y 

The fact that the stock of such an industrial company having, as 
shown elsewhere,^ a stockholders' list of over six thousand names, and, 
thus more susceptible to adverse influences, has, generally speaking, 
maintained itself above par for the past six years, can not, it is true, 
be argued as conclusively establishing that the capitalization is secured 
by actoal assets. Large earnings, which might bear no relation to 
the property investment, would ordinarily serve to keep up the mar- 

« Chicago press dispatch, September 16, 1902. 
6 End of February, 1905. 
<J See page 302. 
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ket price of the company's stock. It is, nevertheless, worth mention 
that in such a year as 1903 the stock fell only a point below its par 
value. In so far as market quotations of stock form any guide what- 
ever to the amount of assets, the figures for Swift & Co. are favorable 
rather than otherwise. 

The reports of Swift & Co. do not give the earnings separately. 
The dividends paid are known, and by adding to them the yearly 
increase in surplus it is possible to arrive at a rough deduction as to 
the earnings. There are, of course, many considerations which must 
be kept in mind, several of which are mentioned later, but the follow- 
ing table of dividends paid, and of additions to surplus for a series of 
years, should be of some value: 

Table 19.— INDICATED EARNINGS OF SWIFT & CO., AS COMPILED FROM PUBLISHED BAL- 
ANCE SHEETS. 



Year. 



1899 
1900 
1901 
1902 
1903 
1904 



Per 
cent 
divi- 
dend 
paid. 



7 

7 
7 
7 
7 
7 



Amount of 
stock. 



ir20,000,000 
20,000,000 
20,000,000 
25,000,000 
25,000,000 

&35,000,000 



Amount 
dividend. 



$1,400,000 
1,400,000 
1,400,000 
1,760,000 
1,750,000 
2,100,000 



Addition to 
surplus. 



1849,066 
519,622 
1,300,000 
1,500,000 
1,250,000 
1,750,000 



Apparent 

total 
eamings.a 



$2,249,066 
1,919,622 
2,700,000 
8.250,000 
8,000,000 
8,850,000 



Equal in 
percent 
on stock 
about— 



18* 

13 

12 

11 



n After payment of interest on bonds. 

b New stock received dividend only part of year. 

The addition of a round sum to the surplus account each year for the 
past four years suggests that there were other earnings applied to vari- 
ous purposes, such as depreciation, repairs, etc. If so, this means that 
the actual earnings were greater than those indicated above. Whether 
such appropriations were excessive or not can only be conjectured 
without more details than are obtainable from the balance sheet alone. 
Taking the figures as they stand, they indicate, however, that Swift 
& Co. earned at least Hi per cent in 1899, 9i per cent in 1900, 13i per 
cent in 1901, 13 per cent in 1902, 12 per cent in 1903, and 11 per cent 
in 1904. 

In regard to such figures, it is, of course, possible that large 
amounts of earnings may have been diverted. For instance, huge sal- 
aries might have been paid to a few oflScers who were also large stock- 
holders. An examination of the books of the company shows, how- 
ever, that the salaries are not greater than is customary in concerns of 
such magnitude. Again, earnings might be concealed in the treas- 
uries of subsidiary companies. This possibility may have had more 
significance in earlier years when there were several large afiSliated 
concerns whose stock was not held by the main corporation, but early 
in 1904 the stock of all the more important allied companies was taken 
over by Swift & Co., of Illinois, so that their earnings should now 
appear in the general income of that corporation. Still further, 
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considerable additions to plant might be made from earnings with- 
out finding reflection in the balance sheet, and in many other ways 
the bookkeeping could be arranged so as to conceal exorbitant 
profits. About the only available suggestion, in this connection, is 
that found in the market quotations of the company's stock. The fact 
that the shares of the company have, generally speaking, been quoted 
above par in the past six years has already been used as an indication of 
fair capitalization. On the other hand, the fact that a stock which Has 
paid 7 per cent in dividends for more than six years, and which has 
been fully paid in in cash, is now selling at about 108 per cent, and 
which, speaking generally, has not sold much above that figure except 
under especially favorable conditions, is presumptive evidence that no 
unusual amount of earnings is being concealed. Any such conceal- 
ment of profits would, of course, be known to the larger stockholders, 
and any such addition to the value of the property would normally 
find reflection in the prices of the shares. The very fact that the 
stock is so widely distributed, and that the distribution has made rapid 
progress in recent years, goes to discredit the idea of any large con- 
cealment of profits, since, if there had been such, the natural tendency 
would have been toward an accumulation of the stock by the limited 
number of shareholders in a position to know the facts. 

Upon these unsatisfactory premises, the conclusion seems reason- 
ably safe that while the earnings of Swift & Co. have apparently, 
on the average, been in excess of 12 per cent on the capital stock for 
several years, this excess is probably not a large amount. 

In this connection it may be noted that the president of Swift & Co., 
in his report to the stockholders at their meeting in January, 1905, is 
reported to have said:« ''As additional information, I wish to state 
that the profit on sales for the past three years has ranged from H to 
2 per cent, and did not exceed 2 per cent in either year." 

Section 8. Armour & Co. — Although there is little tangible basis 
for opinion, it is apparently safe to state that the $20,000,000 capitali- 
zation of Armour & Co., of Illinois, is a very conservative indication 
of the actual resources of that corporation. The packing houses and 
other establishments of Armour & Co. are among the largest in the 
world, and, like the other great packing concerns, this company has a 
large number of distributing agencies. It is universally recognized 
that Swift & Co. and Armour & Co. are the two leading packing com- 
panies, in respect to magnitude, in the beef industry. Mr. J, Ogden 
Armour has stated to the Bureau of Corporations that "the capital 
stock of Armour & Co. has been wholly paid in in cash or property. 
The actual value of its net assets is more than $20,000,000, the amount 
of its capital stock." Mr. Armour further said, "Armour & Co. have 

«From circular letter of Mr. E. F. Swift, dated January 15, 1905, ^\33a\\saJckwi\a 

H. Doc. 382, 58-^ 6 
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declared only one .dividend since the company was organized in 1901. 
This was a 5 per cent dividend paid during 1902." This indicates a 
reinvestment of earnings of the company, which would go, of course, 
to add just so much to the property value back of its issued securities. 

Perhaps the best indication of the merit of Armour & Co.'s capitali- 
zation is contained in the large investment in private cars. Although 
these cafs are owned by a subsidiary corporation — the Armour Car 
Lines of New Jersey — this company is capitalized at only $100,000, 
and it is oflBicially stated that the corporation has not paid the full 
purchase price of these cars, but is indebted, to a large amount, to 
Armour & Co. of Illinois and the Armour Packing Company of New 
Jersey for its equipment. Neither of the latter companies has any 
bonded indebtedness, and unless they are carrying a floating indebted- 
ness, on account of this equipment, the bulk of the investment in 
private cars is properly to be considered as a part of the assets back 
of the $20,000,000 capital stock of Armour & Co. of Illinois. The 
Armour Car Lines at present own more than 12,000 cars, mostly of 
the refrigerator type, this number not including 1,645 of the Con- 
tinental Fruit Express. At an average valuation of $800 per car for 
the 12,000 odd cars of the Armour Car Lines proper, the total invest- 
ment would be approximately $10,000,000. The equipment of the 
Continental Fruit Express, on a similar valuation, would add more 
than $1,300,000 to this sum. As shown elsewhere," aflrst-class refrig- 
erator car now costs in the neighborhood of $1,000 to $1,100, and 
although some years ago the price was considerably lower, an average 
of $800 per car is probably conservative. As a matter of fact, Mr. 
George B. Robbins, president of the Armour Car Lines, in his testi- 
mony before a subcommittee of the Committee on Interstate and For- 
eign Commerce of the House of Representatives, in Februaiy, 1905, 
stated that the Armours had invested upwards of $15,000,000 ''in 
equipment, repair shops, icing stations, and other facilities." In sub- 
sequent testimony, Mr. Robbins placed the investment in equipment 
proper at about $14,000,000, and further stated that the company's 
cars were carried on its books at about $1,000 each. Even admitting 
that the figures given are liberal, it is evident that the investment of 
the Armour interests in private cars has been a very large one, and 
this in turn goes to warrant the conclusion that the Armour companies 
are not overcapitalized. The general considerations of limited owner- 
ship of stock and absence of public market for the company's shares, 
previously noted, seem to apply with particular force to Armour & 
Co. of Illinois. 

The profits of Armour & Co. on its beef business are discussed 
elsewhere in this report, and the indicated profit on the operation of 
refrigerator cars in the packing-house industry is also considered in 
Chapter VI. 



« See Chapter VI, 
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Section 9. National Packing Company. — The National Packing 
Company has published no financial statements. The prices paid for 
some of the company's plants, at the time of their original purchase 
by individual packers, have been given in newspaper reports, and 
apparently these are fairly accurate. But there is nothing to indi- 
cate whether the same valuations obtained in the subsequent sale of 
these plants to the National Packing Company. It is also uncertain, 
in some cases, whether the National Packing Company owns the entire 
stock of subsidiary corporations or only a portion. Without further 
information, therefore, deductions as to the merit of the capitalization 
of the National Packing Company are necessarily of little value. At 
the same time, such information as has been gathered does not suggest 
serious overcapitalization. The gross volume of business of the com- 
pany, as authoritatively stated to the Bureau, is several times the 
amount of its $15,000,000 capital stock. The value of the company's 
manufacturing establishments must be large. In addition, the National 
Car Line Company, the stock of which is held by the National Pack- 
ing Company, owns about 2,000 refrigerator cars and about 200 
box cars. At an average value of $800 per car for the refrigerator 
cars and, say $600 for the other cars, the investment would exceed 
$1,700,000. 

Section 10. Morris & Co. — There are* no published reports for 
any of the Morris companies, but, as in the case of Armour & Co., 
the capitalization of these appears to be well secured by tangible 
property. The securities of the various Morris companies are appar- 
ently held by only three persons, and there is thus no reason for 
inflating" the capitalization. The company has several large packing 
houses, the cost of which would apparently be well in excess of the 
$3,000,000 capital stock of the Fairbank Canning Company, the tech- 
nical owner of these plants. In the case of Morris & Co., of Maine, it 
seems probable that the actual assets would likewise be well in excess 
of the $3,000,000 stock. The Morris interests have a considerable 
investment in private cars. The value of these was reported to the 
State of Minnesota for the year ending June 30, 1904, as not exceed- 
ing $358,360. This statement, which was filed for the purposes of 
taxation, is probably a very conservative estimate of the value of this 
equipment, since the Morris interests own 1,469 cars, mostly of the 
refrigerator type, this not including about 400 stock cars owned by 
Mr. Nelson Morris personally. At an average valuation of $800 each 
for the refrigerator cars, it will be seen that the investment in this 
equipment alone would represent a considerable portion of the issued 
securities of the two principal Morris companies. 

In this connection it may be noted that Mr. Edward Morris has said 
in a statement to the Bureau of Corporations, ''the capital stock of 
Morris & Co. and the various other corporationB maxAAOikfe^^ \s!kfcw 
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together, is less than the value of the properties which they own. The 
corporations, individually and collectively, are not overcapitalized." 

Section 11. Cudahy Packing Company. — It has already been 
shown that the Cudahy Packing Company is capitalized at $7,000,000, 
of which $2,000,000 is preferred stock and $5,000,000 is common. The 
following statements of comparative balance sheets and other data were 
secured from the company: 

Table 20.— COMPARATIVE STATEMENT OF ASSETS, LIABILITIES, GROSS BUSINESS, ETC., 
SUBMITTED BY THE CUDAHY PACKING COMPANY FOR THE YEARS 1902, 1903, 1904. 



Assets: 

Real estate 

Machinery . . . : 

Merchandise 

Cash and debts receivable 

Car lines 

Stocks 

Liabilities: 

Capital stock 

Accounts payable 

Bills payable 

Surplus 

Profit and loss 

Profit and loss 

Gross sales ^ 

Per cent of profits on volume of sales 

Live stock handled: 

Cattle No 

Hogs No 

Sheeep No 

Calves .' No 

Cost price live stock: 

Hogs 

Cattle 

Sheep 

Calves 

Pounds product shipped 

rofit per pound shipped *> 



1902. 



«2, 575, 637 

1,344,422 

7,888,137 

2,601,426 

628,913 

108,760 



15,147,285 

7,000,000 
690,160 

5,314,484 
742,641 

1,400,000 



15,147,2a5 
1,400,000 
61,231,755 
2.3 

427,580 

1,631,422 

354,215 

6,774 

S23, 397, 608. 43 

17,593,708.80 

1, 348, 984. 59 

44, 797. 07 



42,385,098.89 
640,000,000 
Less than ^ c . 



1903. 



$2,935,198 

1,373,310 

7,517,411 

2,013,861 

619,^58 

108,750 



14,567,890 

7,000,000 
309,509 
5,732,800 
1,422,641 
a 102, 938 



14,567,890 
a 102, 938. 9T 
59,763,778.21 
L4 

513,202 

1,430,787 

383,712 

13,426 

821,693,853.99 

19,908,208.37 

1,375,220.59 

95,046.99 



43,072,329.94 
715, 000, 000 
Less than I c . 



1904. 



$2,981,157 

1,383,328 

7,217,592 

2,016,563 

843,399 

108,750 



14,650,789 

7,000,000 

436,339 

4,660,900 

1,625,581 

927,969 



14,550,789 
927,969.40 
50,828,638.84 
1.8 

432,016 

1,405,455 

409,782 

10,283 

$16,514,826.57 

17,852,543.32 

1,374,00L91 

78,637.71 



35,819,010.51 
660,000,000 
Less than } c. 



" The earnings in this year were cut down by the Kansas City flood which cost the company over 
$500,000. In computing the profit per pound, however, no allowance was made for this flocni loss. 
&This profit includes the profits of car lines. See p. 283. 

As the company has packing houses at South Omaha, Sioux City, 
Kansas City, Los Angeles, and branch houses in a great many locali- 
ties, it is not difficult to accept the values above given for real estate and 
machinery, which combined are for the year 1904 only about $4,300,000. 
It is stated that these figures are the values after depreciation charges 
for a series of years. There is no opportunity for estimating the 
merits of the merchandise inventory, or of the cash and debts receiv- 
able. A very good comment on the balance sheet seems to be con- 
tained in the entry for car lines, which in 1903 were carried at only 
$619,358 and in 1904 at $843,399. In 1903 the company reported to 
the State of Wisconsin the ownership of 800 cars which it then valued 
at $622,508, or, after a moderate allowance for depreciation, at 
$600,000. This indicates an average valuation of $750 per car, a 
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figure which should not be excessive for refrigerator cars which are 
well maintained. This valuation reported to the State of Wisconsin, it 
will be seen, very closely agrees with that given in the balance sheet 
for 1903. So far as this item is concerned, therefore, the valuation 
carried in the balance sheet seems to be a conservative one, which, in 
turn, is presumptive evidence that the other items similarly are not 
overvalued. The increase in the car-line investment in 1904 to 
$843,399 is, it is stated by a representative of the company, due to the 
purchase of 241 cars in the latter part of the fiscal year 1904. 

Earnings. — From the above table it will be seen that the net earnings 
of the Cudahy Packing Company in 1902 were $1,400,000; in 1903, 
$102,938: and 1904, $927,969. It should be sUted that the earnings 
for 1903, as given, are those after a large deduction for heavy loss by 
floods at Kansas City in that year. This loss alone, it is stated by a 
representative of the company, exceeded $500,000. As a result no 
dividends were paid on either class of stock in that year. The divi- 
dends for three years have been as follows: In 1902, 6 per cent on the 
preferred stock and 12 per cent on the common; in 1903, nothing on 
either class; in 1904, 12 per cent on the preferred stock (this included 
the 6 per cent omitted in 1903, the preferred stock being a cumulative 
issue) and nothing on the common. As the table shows, the percent- 
age of net profit on the total sales for the year 1902 was 2.3 per cent; 
in 1903, 1.4 per cent (this being reckoned on the basis of the net earn- 
ings before writing off the flood loss mentioned), and in 1904, 1.8 per 
cent. 

Section 12. Schwarzschild & Sulzberger Company. — The fixed 
liabilities of the Schwarzschild & Sulzberger Company at present 
amount to only $4,373,400, the amount of issued capital stock. The 
company reported to Massachusetts for the year 1903 total resources 
of $13,794,108. Of this amount $5,139,380 was in fixed plant, 
$3,817,026 stock in process, and $4,837,702 cash and debts receivable. 
The company at that time showed accounts payable of $5,477,509 and 
a surplus of $3,943,198. The comparative balance sheet is as follows: 

Table 21.— COMPARATIVE BALANCE SHEETS OF THE SCHWARZSCHILD & SULZBERGER 

COMPANY FOR 1903 AND 1904.a 



ASSETS. 

Real estate and macliinery 

Stock in process 

Cash and debts receivable 

Miscellaneous 

Total 

LIABILITIES. 

Capital Stock 

Accounts payable 

Surplus ^ 

Total 

a From Massachusetts recoids. 



Jan. 3, 1903. 



$4,945,875 

3,887,962 

3,096,622 

654, 374 



12,684,834 



4,373,395 
4,912,867 
3,298,572 



Jan. 2, 1904. 



85,139,380 
3,817,026 
4,837,702 



13,794,108 



4,373,400 
5,477,509 
3,943,198 



12,584,834 13,794,108 
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The item of $654,374:, entered as miscellaneous in the 1903 return, 
covered the car lines. This is included in another item in the 1904 
return. 

In view of the fact that the company has large packing houses at 
" New York, Chicago, and Kansas City, and numerous branch establish- 
ments throughout the country, it would appear that the item of 
$5,139,380 for fixed plant is not unreasonably large. The Chicago 
plant alone of the company was reported to have cost more than 
$2,000,000. The surplus, as given in the report for 1902, is equiva- 
lent to over 90 per cent of the capital stock. It was reported in 1902, 
when the rumors of a "beef merger" were current, that the Schwarzs- 
child & Sulzberger Company had demanded $400 per share, or roughly 
117,000,000 for its property. This was denied by Mr. Ferdinand Sulz- 
berger, and there is little reason to credit so large a figure. In January, 
1905, it was reported in the press ^ that the stock of the company was 
ruling around $136 per share. This, so far as it goes, tends to dis- 
credit any suggestion of overcapitalization. A representative of the 
company states that stock has recently changed hands at an average 
price of $150 or more. 

Earnings. — The increase in the surplus, as shown in the above bal- 
ance sheet, from 1903 to 1904 was $644,626. It is authoritatively 
stated that this was after a deduction of $160,000 "written off" prop- 
erty or other accounts. As the company paid no dividends in this 
interval, the net earnings for the year, before deductions noted, were 
$804,626. The indicated earnings of $644,626 (after the allowances 
made) are equivalent to about 15 per cent on the issued amount of 
capital stock. 

These considerations indicate that profits in the past year constitute 
a. large percentage on the capital stock. If the indicated earnings for 
1 903 be computed on the basis of total assets given in the balance sheet 
instead of on the capital stock, the I'ate of income would be a modest 
figure. In this connection it is interesting to note that the company 
f>aid no dividends since 1897 until 1905, and in resuming payments 
this year a distribution of only li per cent was ordered. 

Section 13. O'^vnership of stock. — Concentrated ownership of 
J securities has been shown to be a characteristic of nearly all the larger 
j packinghouses. The one conspicuous exception is Swift & Co., which 
has a stockholders' list of more than 6,000 names. The original sub- 
scribers to Armour & Co., of Elinois, were only three in number, and 
the holdings of the stock of that corporation are still very much con- 
centrated.* The distribution of the stock of the National Packing 
Company, as already stated, is believed to be very narrow. The 
partnership of Morris & Co. appears to be limited to three persons, 
and there is no suggestion that outsiders have been allowed to partici- 

(^Boston News Bureau. ^ 8ee Appendix (p. 286). 
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pate in the ownership of any of the subsidiary Morris corporations. 
The number of stockholders in the Cudahy Packing Company was given 
in 1902 in a report to the State of Kansas as only eight. The Schwarz- 
schild & Sulzberger Company's stock had a somewhat wider dis- 
tribution; but in 1902 all but about 8,400 shares were held by four 
individuals. 

Section 14. Lack of publicity. — The lack of published information 
regarding the affairs of most of the large packing houses has already 
been forcibly illustrated. With the exception of Swift & Co., none of 
the group of six companies appears to make any public report whatever, 
and the published statements of Swift & Co. are so condensed as to 
prohibit satisfactory analysis. Some of the other companies submit 
balance sheets to a few States where such information is required, 
but these are confined to a few items and really afford little basis for 
discussion. 

In the case of figures submitted to State authorities by some com 
panics for purposes of taxation there are numerous discrepancies, 
making the returns of little value. 



CHAPTER m. 

PEOPOETION OF THE BEEF BUSINESS OF THE TTHITED STATES 
OONTEOLLED BT THE SIX LEADING PACKING COMPANIES. 

INTRODUCTION. 

It is of importance to ascertain as exactly as possible what propor- 
tion of the beef business of the United States is controlled by Armour & 
Co., Swift & Co., Morris & Co., the National Packing Company, the 
Cudahy Packing Company, and the Schwarzschild & Sulzberger Com- 
pany. These companies will be referred to hereafter as the six com- 
panies. Since the first four of these companies are often grouped 
together in public discussion, it has been thought advisable to discuss 
separately the proportion of the business controlled by them, and they 
will be referred to hereafter as the four companies. 

The discussion of proportionate control naturally falls under the 
following heads: 

(1) Proportion of beef cattle of the United States purchased by the 
six companies. 

(2) Proportion of beef supply of the United States sold by the six 
companies. 

The available information in regard to the extent of the beef busi- 
ness of the United States is limited in amount and unsatisfactory in 
character. Such as there is can be put into statistical form only by 
means of estimates, so that nothing but approximations as to the pro- 
portion of the entire business controlled by the four or six companies 
can be obtained at the present time. The use of such material is war- 
ranted only by the fact that very considerable errors in either direc- 
tion would not invalidate the general results. Statistics on inspections 
made by the Bureau of Animal Industry and receipts and shipments 
of cattle make the information in regard to certain important markets 
much more satisfactory. 

The farmer and ranchman not only produce the raw material of the 

beef business, but are engaged to some extent in slaughtering beef. 

It is probable that they still furnish a considerable part of their own 

consumption in this way, and some of them even slaughter more 
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or less beef for sale. Retail butchers located in small towns through- 
out the country still continue to slaughter a considerable part of their 
own beef. Many large and small packing houses and slaughtering 
establishments are engaged in supplying the cities of the country in 
direct competition with the six large western companies. Exporters 
of live cattle are taking a gradually increasing number of the beef 
cattle supply of the country. 

I. PBOPOBTION OF BEEF CATTLE PUBCHASEB BT THE SIX 

COMPANIES. 

Section 1. The total supply of beef cattle in the United States. — 

It is evident that the total number of cattle slaughtered in the country 
can not exceed the supply of beef cattle annually produced, less the loss 
from disease and exposure, although if the numbers of the national 
herd are increased from year to year tlie quantity of this increase must 
also be deducted. An approximation to the annual supply of beef 
cattle may be derived from data on these points published by the 
Bureau of the Census and the Agricultural Department. 

The Agricultural Department publishes each year an estimate of the 
number of cattle in the country at the beginning of the year. The 
animals are not classified according to age and the estimates do not, 
therefore, indicate the amount of annual increase. This renders them 
useless for the purpose of determining the annual supply of beef cattle. 
Their relation to the census figures is such, however, as to give some 
assurance of the approximate accuracy of the latter. According to 
the census the total number of cattle on farms and ranges on June 1, 
1900, was about 67,500,000. According to the estimate of the Agri- 
cultural Department the number of cattle on farms and ranges .on 
January 1, 1901, was about 62,000,000. This discrepancy of 5,600,000 
is apparently due to the fact that the figures of the Agricultural 
Department are for January 1 when the national herd is about at the 
lowest point in numbers, while the census was taken for June 1 when 
it is near its maximum. It is evident that the Agricultural Depart- 
ment estimates should be increased by the number of calves born 
between January 1 and June 1, less the number of cattle lost by disease 
and exposure and slaughtered during that period, to obtain a number 
corresponding to the census figures. 

Information on these points is of course indefinite. According to 
the census, on June 1, 1900, there were 15,577,728 calves in the United 
States, bom since June 1, 1899. Careful investigation of statistics 
on the slaughter of veal and study of the opinions of experts on the 
matter warrant the conclusion that the above figures indicate an 
annual calf drop for tiie whole country of at least 17,000,000. 

Proceeding on the assumptions that the calf drop was 17,000,000 in 
1900, and that there was no net increase in the numbex^ ot tk^^ \i^\i\QrD»\. 
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herd in that year, the following hypothetical case would reconcile the 
figures of the Bureau of the Census and the Agricultural Department: 

Agricultural Department estimate, January 1, 1900 «62, 000, 000 

Calf drop, January 1 to June 1, 1900 12,500,000 

Total 74,500,000 

Loss by disease, exposure, and slaughter, January 1 to June 1, 1900 . . . 7, 000, 000 

Census figures, June 1, 1900 67,500,000 

Calf drop, June 1, 1900, to January 1, 1901 4,500,000 

Total 72,000,000 

Loss by disease, exposure, and slaughter, June 1, 1900, to January 1, 1901 . 10, 000, 000 
Agricultural Department estimate, January 1, 1901 62, 000, 000 

The above assignment of increases and decreases in the herd for the 
two different periods has been made in accordance with expert opinion 
and the statistical information available concerning their general rela- 
tion, but no attempt has been made to present a precise picture of the 
actual changes in the herd during the year. 

If the above explanation may be taken as a guaranty that the figures 
of the census of 1900 are suflSciently accurate for the purposes of 
this chapter, an estimate of the annual supply of beef cattle in the 
country for 1900 may be obtained by taking the total number of cattle 
1 and under 2 years old and deducting from it the annual loss of cattle 
above 1 year old by disease and exposure. According to the census, 
on June 1, 1900, there were in the United States 7,008,656 steers and 
7,254,000 heifers 1 and under 2 years old. The number of bulls of 
this age was not given. The total number of bulls above 1 year old 
was about 1,300,000. The losses from the whole herd from disease and 
exposure are estimated by the Agricultural Department annually. The 
average loss from these causes during the last five years has been 
2,324,773. Only a very small part of this loss occurs among the steers, 
and a very considerable portion of it consists of calves. It would 
appear safe to estimate the annual supply of beef steers above 1 year 
old as between 6,500,000 and 7,000,000 head, and the annual supply of 
heifers, cows, and bulls for slaughter at fully 6,000,000 head. The 
total annual supply is, therefore, put at approximately 13,000,000. 

Section 2. Disposition of the annual supply of beef cattle. — 
An attempt has been made by this office to trace as far as feasible the 
actual disposition of the supply of the beef cattle of this country in 
the year 1903. Concerning one item only is the information on this 
subject of a satisfactory character. The exports of live cattle from 
the countr}' during the calendar year 1903 amounted to 519,963 animals, 
leaving, according to the above estimate, about 12,500,000 for domestic 
killing. 

It is probable that the difference between receipts and shipments at 
the stock yards in cities where such records are kept indicates wMiin 

^ As per estimate of January 1, 1901, and aaaviixiplioYv ot no net increase in num- 
bers in that year. 
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a close approach to accuracy the number of animals slaughtered in those 
cities. The statistics of such receipts and shipments in 22 < ities, as 
compiled by the Bureau of Animal Industry, indicate that 6,569,879 
cattle were slaughtered at those points in 1903. (See table 22.) Inves-' 
tigations by a special agent of this oflSce in New York City and vicinity 
showed that 484,725 cattle were killed in and near that city in 1903, 
which are not included with the figures for the 22 cities. The special 
agents of this office have investigated the amount of locjil slaughttn* at 
a considerable numl)er of cities throughout the country, and reports 
from local health officers on the same point have been received from 
others. These reports, as a whole, indicate that in 16 cities, having a 
population of 50,000 or over, and not included in the tt>)Ove statistics, 
the number of cattle killed locally in 1903 was about 250,000. The 
reports of the Bureau of Animal Industry in regard to the inspections 
of cattle at slaughter cover about 165,0(K) animals not included in the 
above figures. The sum of the iteins enumerated in this paragraph 
is about 7,500,000. These reports do not cover nearly all of the 78 
cities having a population of above 50,000. It appears probable, 
therefore, that over 7,500,000 cattle were slaughtered in the year 1903 
in the towns having a population of over 50,000, and the very few of 
smaller population in which there are large packinghouses. 
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Tablx22.~REGEIFTS and DIFFERENCES BETWEEN RECEIPTS AND SHIPMENTS OP CATTLE 

AT SPECIFIED CITIES, 1903. 

[Compiled from the annual report of the Bureau of Animal Industry.] 



City. 



Chicago 

, Kansas City .. 

Omaha 

Booth St. Paul 
Sioux City ... 

St. Louis 

£ast St. Louis 
hidianapolis . 

St Joseph 

Milwaukee... 

Chicinnati 

deYeUmd 





Difference 




between 


Receipts. 


receipts 




and ship- 




ments. 


3,482,486 


2,163,031 


1,953,371 


1,033,384 


a 1,071, 177 


769,826 


260,194 


72,215 


872,506 


70,331 


80,086 


25,350 


a 1,139, 749 


821,433 


a 249, 931 


158,357 


579.933 


404,232 


61,517 


39,514 


201,126 


160,952 


43,489 


43,489 



City. 



Philadelphia. . 

Baltimore 

East Buffalo . . 

Louisville 

Detroit 

Denver 

Fort Worth ... 
Portland, Oreg 
San Francisco. 
Boston 

Total 



Receipts. 



154,697 

168,916 

533,280 

114,904 

70,494 

286,271 

375,795 

24,994 

66,390 

87, 182 



11,268,488 



Difference 

between 

receipts 

and ship- 

ments. 



102,558 
54,872 
87,296 
61,848 
45,790 
39,139 

292,686 

7,319 

66,390 

59,867 



6, 569, 879 



a Including calves. 

The statistics in regard to the exports of beef from the United 
States are given in pounds. It is therefore impossible to state the 
exact number of carcasses that are exported annually. The exports 
in 1903 were 418,305,000 pounds. It is probable, however, from the 
usual weight of carcasses exported, about 750 pounds, that for the 
year 1903, the exports were equal to about 500,000 carcasses. Sub- 
tracting this amount from the estimated amount of slaughter in towns 
of over 60,000 inhabitants, there remain about T, 000 ,000 e»?CQ,'as,^^'i?» Vo 
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supply the consumption of beef in those cities and to provide for ship- 
ments to the smaller towns and to the country. 

About 55 per cent of the village and city population of the United 
States live in towns having a population of less than 50,000. Sched- 
ules have been received from retail butchers in over 800 of these towns 
widely scattered over the country. These schedules indicate that about 
60 per cent of the beef consumed is killed locally." The other 40 per 
cent comes almost entirely from the 7,000,000 carcasses referred to 
in the preceding paragraph. Upon the assumption that the consump- 
tion of carcasses per capita is the same in large and small cities, the 
places having under 50,000 inhabitants would have to slaughter about 
3^500,000 cattle annually to supply the 60 per cent of their consumption, 
v^ hich is apparently killed locally. The other 40 per cent, or about 
2,300,000, is probably bought almost altogether from western packers. 
1 here are undoubtedly some reasons for supposing that the consump- 
tion per capita is smaller in small than in large towns, but on the other 
hand the smaller size of the carcasses consumed, and the amount that 
is sold in these towns for consumption in the country, would tend to 
offset the smaller actual consumption of beef in the villages. This 
estimated number of 3,500,000, added to the slaughter in the larger 
cities, indicates a slaughter in all cities and villages of a little more 
than 11,000,000 carcasses. 

If the total slaughter of beef in the United States in 1903 just ex- 
hausted the annual supply of beef cattle, as estimated above, it only 
remains to subtract the 11,000,000 indicated slaughter in villages and 
cities and the 500,000 live cattle exported, from 13,000,000, the total 
estimated annual beef -cattle supply of the country, to obtain the indi- 
cated slaughter on farms and ranges. In spite of the fact that about 
half of the population of the country live outside the villages and 
cities, it is quite possible that the farmers and cattlemen do not slaugh- 
ter more than the 1,500,000 cattle thus indicated. The farmers find 
it much more convenient to slaughter hogs than cattle for their own 
use, and their wants are supplied in constantly increasing proportion 
bv the small retailers of the towns. Some would consider even so 
small a number as 1,500,000 an exaggerated estimate of the cattle 
slaughtered on farms and ranges. The occasional information received 
by this Bureau as to the peddling of beef by farmers and the slaughter 
of beef on contract by ranchmen is not favorable to such an opinion. 

The schedules received from retail dealers throughout >f he country 
(see p. 70) in most cases gave an estimate of the number of car- 
casses consumed in the year 1903 in the city from which the schedule 
was sent. These estimates from groups of cities in 38 States have 
been tabulated, together with the population of the given cities. This 

o See pages 71 and 72. 



THE BEEF INDUSTRY, 57 

compiliation shows that the average per capita consumption in all these 
cities during 1903 was 0.286 of a carcass. If it be assumed that this 
was the rate of consumption of beef in all cities and villages, their 
total indicated consumption is about 10,560,000 carcasses, as against the 
10,500,000 carcasses estimated in the preceding paragraphs as being 
killed in such places for consumption in the United States. 

The National Provisioner, in the editorial columns of its issue for 
July 4, 1903, expressed the opinion that 11,000,000 cattle are killed in 
the United States each year. Mr. Edward F. Swift, in a statement to 
this Bureau, says that he has seen an estimate of the number of cattle 
slaughtered in this country for the year 1899, which placed it at 
14,142,000. The National Provisioner estimates that 35 per cent of 
the dressed beef trade of the country is in the hands of the six largest 
packers. As the packers slaughter about 5,500,000 head of adult 
cattle annually, the above estimate would indicate that over 15,500,000 
animals are slaughtered each year. It would appear that such an esti- 
mate must include the slaughter of calves with that of larger animals, 
and that it is accordingly erroneous. 

Section 3. Proportion of cattle killed by the six companies. — 
Practically all the cattle slaughtered by the six companies are inspected 
at slaughter by the Bureau of Animal Industry. Their reports 
show that, in 1903, 5,521,697 cattle were inspected for these com- 
panies, including 17,983 cattle passed for the Cudahy Packing Com- 
pany at Los Angeles, Cal. This total includes the inspections at a few 
small plants indirectly controlled by some of these companies. Mr. 
Edward F. Swift, in a statement to this Bureau, estimates the number 
of cattle slaughtered by the six companies for that year at 5,458,000. . 
It appears probable, therefore, that these companies purchased about 
one-half of the cattle above 1 year old, as computed in the preceding * 
section, that were sold for slaughter in the United States in that year. ■ 
If the total slaughter of cattle in the United States, as measured by the 
computed cattle supply of about 12,500,000, be taken, the proportion 
of cattle killed by the six companies is still nearly 45 per cent. 

Of the total inspections of cattle by the Bureau of Animal Industry, 
the six companies kill a much larger proportion. Of course, many 
of the cattle slaughtered are not included in these inspections, as they 
are confined almost entirely to establishments which are engaged in 
interstate trade. They do, however, include most of the cattle sold in 
those cattle markets in which the surplus product of the great cattle- 
producing section in the middle West must be sold. The table on the 
following page shows that the six leading packers killed 5,503,714 
cattle, or 89.5 per cent, and the Armour, Swift, Morris, and National 
companies 4,468,857 cattle, or 72.7 per cent of all inspections by the 
Bureau of Animal Industry east of the Rocky Mountains in 1903, 
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Tablb 23.— carcasses PASSED AT SLAUGHTER BY INSPECTORS OF THE BUREAU OP 
ANIMAL INDUSTRY IN 1903, AT CITIES EAST OF THE ROCKY MOUNTAINS. 



City. 



Chicago 

Kansas City : 

East St. Louis and St. Louis 

Omaha 

St. Joseph 

St. Paul 

Fort Worth 

Sioux City .^ 

Total of 8 cities 

New York 

Boston 

All other cities east of the Rocky Mountains. 

Total 



Six western 
packers. 



Number. 



2,072,421 
999,292 
666,742 
728,374 
894,280 

66,618 
226,688 

64,668 



6,206,983 

247, 106 

26,213 

24,412 



6,503,714 



Percent- 
age of 
total. 



95.8 

99.6 

96.5 

100.0 

99.1 

97.6 

100.0 

100.0 



97.7 
70.7 
63.6 
66.9 



89.5 



Four leading 
packers. 



Number. 



1,808,182 
667,838 
666,742 
614,796 
394,280 
65,618 
225,688 



4,338,048 

110.601 

25,213 



4,468,867 



Percent- 
age of 
total. 



83.5 
66.6 
96.5 
70.7 
99.1 
97.5 
100.0 



81.3 
31.6 
63.6 



72.7 



Total 
number. 



2,164,413 

1,003,029 

680,795 

728,374 

396,042 

67,271 

225,588 

64,668 



6,332,180 

849,680 

39,618 

429,011 



6,150,439 



/ It is true that the retail butchers, who probably slaughter 3,500,000 

/ cattle annually in cities of under 50,000 inhabitants do not as a usual 

/ thing come into direct competition with the six companies in buying 

/ their cattle at the packing centers. There can be but little question, 

I however, that if these companies should succeed in lowering the price 

of beef cattle in the large packing points, fewer would be shipped to 

those points. The result of this would be a lower price for beef cattle 

in the smaller towns and a stronger competition with the packers by 

the small butchers for the local beef business. 

Aside from the six companies, there are very few packing companies 
in the country that do a suflScient business to be considered as individ- 
ually' of importance in influencing the price of cattle. The most 
important of these are the following: The Indianapolis Abattoir 
Company, which slaughtered 47,026 cattle in 1903; Kingan & Co. of 
Indianapolis, which slaughtered 74,598 cattle the same year; The St. 
Louis l^nion Packing Company, whose constituent companies slaugh- 
tered 22,954; The Jacob Dold Packing Company, of Buffalo, which 
slaughtered 31,446. 

Mr ^dward F. Swift expresses the opinion in his statement that 
the six companies killed Considerable less than half of the total number 
slaughtered in the United States. This opinion, however, was prob- 
ably based on the large estimate given by him of the total slaughter of 
the country for 1899 (see p. 57). Mr. J. Ogden Armour says in the 
statement returned by him to this Bureau that in his opinion the six 
companies killed from 40 to 50 per cent of the total slaughtering of 
cattle in the United States. 

The National Provisioner, in commenting on competition against the 
large packers, said in its issue of April 2, 1904: 

•* Those concerns commonlv referred to as the "meat trust" are 

Armour & Co., Swift «& (\>., Nelson jMorris«& Co., theG. H. Hammond 

Compinyy nnd the Fowler interests. SVuc^ lYi^ &t^\. ^towi^ui^ the Omaha 
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Packing Company has been added. But no one thinks of adding the 
following rabid outsiders — all powerful concerns — to the alleged "meat 
trust: " Cudahy Packing Company (doing $100,000,000 of business per 
year); Schwarzschild & Sulzberger Company ($75,000,000 of business 
per year); Kingan & Co. ($50,000,000 of business per year); Jacob Dold 
Packing Company ($4:0,000,000 of business per year); T. M. Sinclair 
& Co., the Morrells, Plankinton Packing Company, Cudahy Brothers 
Company, Indianapolis Abattoir Company, Kobe & Bros., Joseph 
Stern & Son, Pittsburg Packing and Provision Company, Cleveland 
Provision and Packing Company, and scores of other plants which do 
from $3,000,000 to $6,000,000 of business per year. 

"These independent plants have their own buyers in Chicago, Kansas 
City, Omaha, and other great stock-yard centers buying slaughter 
stock for their plants. The smaller plants and the farmers kill 5,500,- 
000 cattle yearly, while the above concerns and the other big fellows 
only kill 5,600,000 head of beeves annually, according to the Govern- 
ment's official report." 

On this question Mr. Edward F. Swift says: 

"Although statistics might show that these large companies kill 
more than 50 per cent of the stock coming to the large western pack- 
ing centers, there are a great many medium-sized markets, like Buffalo, 
Cleveland, Pittsburg, Indianapolis, etc., where the large companies 
slaughter no livestock, and in a great many of the medium-sized and 
small-sized towns in the United States there are local slaughterers who 
each do some slaughtering of cattle. These taken in the aggregate, I 
think, would amount to more than 50 per cent of the entire slaughter- 
ing of the United States. Again, even if these large packers were 
acting in harmony, they would not be able to control prices to any 
considerable extent, for the reason that there are a sufficient number 
of other individuals, companies, or corporations in the business, who 
would increase the volume of their business the minute abnormal 
profits appeared.' Therefore they would gradually take away the 
business from the larger packers, should the latter attempt to buy 
their cattle unreasonably low or sell their beef unreasonably high." 

Section 4. Proportibn of cattle purchased in leading western 
markets. — Of cattle raised primarily for beef, over three-fourths of 
the entire stock of the country is found in that section lying west of 
Chicago and east of the Rocky Mountains, whose natural market is in 
those cities where the western packers have established their great 
plants. In this part of the country there is a surplus supply of cattle, 
in other parts of the country there is a demand for the beef produced 
from this surplus. It follows that since the great packers are the 
chief purchasers of cattle in these western markets, they could by 
agreement exercise, subject to the limitations imposed by potential 
competition, an important influence over the pxic^i^ T^e-w^^ftt \>r5 
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raisers and feeders throughout this great territory. It becomes of 
special importance, therefore, to ascertain as exactly as possible the 
proportion of cattle purchased in these leading western markets 
by the six companies. Fortunately, statistics in regard to the cattle 
market and the slaughtering at these points are much fuller and more 
satisfactory than for the rest of the country. The statistical informa- 
tion upon which the following discussion of the different markets is 
based will be found in Table 23. 

1. Chicago. — Armour & Co., Swift & Co., and Morris & Co. all 
slaughter cattle on a large scale at Chicago. The National Packing 
Company controls two cattle-slaughtering establishments in that city — 
the Hammond and the Anglo-American. Of these, the Hammond 
plant does much the larger business. During the year 1903 the num- 
ber of cattle passed at slaughter by the inspectors of the Bureau of 
Animal Industry in Chicago was 2,164,413. Of this total, the Armour, 
Swift, Morris, Schwarzschild & Sulzberger Company, and National 
plants slaughtered 2,072,421, or 95.8 per cent, but, as shown below, 
their proportion of the total purchases of beef cattle on the Chicago 
market was considerably smaller. Cudahy & Co. do no slaughtering 
in Chicago. The inspections passed for the four companies, excluding 
the Schwarzschild & Sulzberger Company, were 1,808,182, or 83.5 per 
cent of the total. Practically all the cattle slaughtered in Chicago are 
subject to Government inspection, as is indicated by the fact that the 
difference between the receipts and shipments of cattle at the Union 
Stock Yards, which represents approximately local slaughtering, was 
almost the same, in 1903, as the number passed by the inspectors, 
amounting to 2,163,031 head. 

The local abattoirs which are oflScially inspected are those of — 

Standard Slaughtering Company. 

Pfaelzer, Pearse & Hess. 

L. Pfaelzer. 

Henry Guth. 

A. Stem & Co. 

David Levi & Co. 

These six companies killed a total of 91,992 inspected cattle in 1903. 
They slaughter solely for local consumption, and do not ship dressed 
beef. None of them slaughtered over 30,000 cattle, while the Armour, 
Swift, and Morris plants each killed over 300,000 cattle in 1903. It is 
probable that the beef furnished by these six minor concerns does not 
exceed one-fourth of the consumption in Chicago. 

Notwithstanding the large proportion of the cattle-killings in Chi- 
cago which fall to the large packers, this city is considered by most 
cattlemen the best market for high-grade stock. The statistics in 
regard to the receipts and shipments of cattle afford a reason for this. 
The total receipts during the year w^y^ E,4S2,486. As has already 
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been noted, the local slaughter amounted to somewhat over 2,000,000. 
There was also an extensive demand for heavy, corn-fed cattle for 
shipment alive to the f^st, and for export. The reports of the Chi- 
cago Union Stock Yards Company show that the leading shippers of 
this class of cattle bought 558,143 cattle in its 3^ards during 1903. ^ 
.This number was equal to over 25 per cent of the slaughtering by the^ 
six companies at that point. A considerable part of the shipped cat- 
tle were bought by the large packers. Beside this large demand 
for cattle which are known to have been bought for slaughter at other 
places, there were other buyers on the Chicago market who purchased 
about 700,000 cattle during the year 1903. It is probable that by far 
the larger part of these were sold to feeders, and need not be consid- 
ered as of especial importance in relation to the proportion of beef 
cattle purchased by the large packers. 

2. Kcmsas City. — All of the six companies are represented in the 
packing houses at Kansas City, but the plant of Morris & Co. only 
began operations in 1905. The number of cattle passed by the Gov- 
ernment inspectors in 1903 at the packing houses of the other five 
companies was 999,292. This was 99.6 per cent of the total number 
passed at Kansas City, which amounted to 1,003,029. The proportion 
of the Armour, Swift, and National companies was 66.6 per cent. 
The small abattoirs of Robert Cochran, W. McLaughlin, and Edward 
Schick slaughter only for local consumption. The aggregate number 
of cattle passed by the Federal inspectors at their plants was only 
3,737 in 1903. There are also a few butchers at Kansas City whose 
killings are not subject to Government inspections. The beef pro- 
duced by them, together with that produced by the three small 
inspected abattoirs, is much less than the consumption of Kansas City 
itself. It is impossible to obtain precise statistics of the killings of 
these local butchers or of the total number of cattle slaughtered in 
Kansas City. The annual report of the Kansas City Stock Yards 
Company gives the number of cattle driven from the yards for pack- 
ers' and city use at 1,033,384. To this number must be added 4,149 
cattle received at the Fowler yards, making a total of 1,037,533, or 
about 34,000 more than the number of carcasses passed by the inspect- 
ors. The officers of the Stock Yards Company have stated, however, 
that they often do not know whether these cattle are slaughtered 
locally or taken to the immediately surrounding country for feeding. 
It is quite possible, therefore, that a considerable part of the excess 
over the number of official inspections, in the number of cattle 
reported by the Stock Yards Company as locally used, may not have 
been slaughtered. 

Kansas City is the most important center for the distribution of 
young cattle for stocking and feeding purposes. With respect to 
3ome of these cattle there is at times competition \)etweeTi \Xi^ "^^O&st^ 
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who desire them for slaughter and the cattle feeders. A considerable 
number of cattle are also bought at this point bj^ others than the large 
packers for shipment East or for export, but this feature of the mar- 
ket is much less 'important than at Chicago. 

3. South Omaha, — Armour & Co., Swift & Co., the National Pack- 
ing Company, and the C^udahy Packing Company have packing houses 
at South Omaha. In 1903 these four firms slaughtered 728,374 cattle, 
passed by the Government inspectors. The Bureau of Animal Indus- 
try inspected no other cattle at this point. The Armour, Swift, and 
National Packing companies slaughtered 614,795, or 70.7 per cent of the 
total. The local concerns which slaughter at this point are unimportant, 
and do not supply even a large proportion of the local consumption. 
The annual report of the Omaha Union Stock Yards Company shows 
that 766,870 cattle were taken from the yards in 1903. This is 26,126 
more than the number taken by the four large packers, according to 
a report compiled by the Stock Yards Company and published in the 
Drovers Journal-Stockman. This report includes calves, which are 
not included in the reports of inspection of the Bureau of Animal 
Industry, and it is probable that a part of the excess represents animals 
driven to the country for feeding. Very little export or special order 
buying is done at Omaha. 

4. South St, Joseph, — Morris & Co. and Swift & Co. have abat- 
toirs at South St. Joseph. The Hammond Packing Company for- 
merly owned a plant in that city, which was burned in July, 1903, but 
which is being rebuilt. In that year 398,042 cattle were passed at 
slaughter by the Government inspectors. About 99 per cent of these 
were slaughtered at the three plants already mentioned. The only 
other slaughtering establishment having Federal inspection is that of 
August Freund. The difference between the receipts and shipments 
of cattle at the St. Joseph stock yards in 1903 was only about 6,000 
in excess of the number passed by the Government inspectors. There 
is comparatively little buying of beef cattle at St. Joseph for ship- 
ment east. It follows that the market is virtually in the hands of the 
packers mentioned. 

6. St. Louis a7\dEast St, Louis, — All of the four principal companies 
have packing plants located at St. Louis or at the National Stock 
Yards, near East St. Louis, 111. At their plants the Government 
inspectors in 1903 passed at slaughter 656,742 cattle, or 96.5 per cent 
of the total number passed in both cities. Of the 24,053 cattle 
inspected for other concerns more than nine-tenths were at the plants 
of the Missouri Stock Yards Company and the Independent Dressed 
Beef Company in St. Louis. These two companies have since been 
merged into the St. Louis Union Packing Company. The number of 
cattle slaughtered by noninspected establishments was probably 
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approximated by the excess of the difference between receipts and 
shipments of cattle and calves over the number of cattle and calves 
passed by the Government inspectors. This excess amounted to 19,252 
head. There is a moderate amount of buying of beef cattle for 
shipment to the East at these points, but the market is in a large 
degree confined to the four great packers. 

6. St. Paul, — Swift & Co. have a packing plant at South St. Paul, 
where they slaughtered 65,618 cattle in 1903. There is but one 
other small plant at that point which has Government inspection, and 
it killed but 2.5 per cent of the cattle passed at slaughter. The differ- 
ence between the receipts and shipments of cattle at the South St. Paul 
stock yards exceeds the number inspected by the Bureau of Animal 
Industry by about 5,000 head. It is quite evident that it is only com- 
petition from packers in other cities that prevents Swift & Co. from 
establishing prices in accordance with their own interests at the South 
St. Paul plant. 

7. JFort Worth. — Large packing plants were established at Fort 
Worth by Armour & Co. and Swift & Co. in 1903. They are the only 
concerns at that point which are inspected by the Bureau of Animal 
Industry. The difference betweien the receipts and shipments of cattle 
at the Fort Worth stock yards in 1903 was 292,686, or about 67,000 
more than the number inspected at the large packing plants. It is 
probable that this excess represents cattle slaughtered by the local 
slaughtering establishments which existed at Fort Worth before the 
large plants were built. 

8. Sioux City. — ^The Cudahy Packing Company had the only pack- 
ing house in operation in Sioux City during 1903. The Government 
inspectors passed 64,668 cattle at slaughter for that company in that 
year. The difference between receipts and shipments at Sioux City in 
1903 was 70,331. This difference includes calves, which are excluded 
in the report of the Bureau of Animal Industry. It is evident that 
during the year 1903 the Cudahy Packing Company had but very little 
local competition in its purchase of cattle in Sioux City. Since 1903 
Armour & Co. have built a large packing house there. 

9. Suminai^ regarding eight western packing centers, — The differences 
between receipts and shipments of cattle at the eight principal western 
packing centers in 1903 was 5,652,488. « Out of this number 5,332,180 
animals were passed at slaughter by the inspectors of the Bureau of 
Animal Industry (see Table 23). The six companies slaughtered 
5,206,983 cattle in that year, or 97.7 per cent of all animals passed 
for slaughter by the Bureau of Animal Industry at those points. 
The Armour, Swift, Morris, and National plants slaughtered 4,333,043 
cattle, or 81.3 per cent of the total passed at slaughter in these cities. 

oLAnnual Report of the Bureau of Animal Industry, 190^, paig^^b^l. 
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The proportion of the beef cattle marketed at these points which is 
bought by the six packers is somewhat less, since, particularly at 
Chicago, many cattle are bought by other concerns for shipment alive. 
Nevertheless the proportion purchased by the great packers, especially 
of the cattle of medium and low grade, is very large. They could, by 
acting in combination, doubtless exercise considerable control over 
prices, but only within the limits set by the potential competition (1) 
of smaller concerns already existing both at western markets and 
throughout the consuming sections, which stand ready to expand their 
business whenever the margin of profit is raised beyond a certain 
point, and (2) of new large packing plants which might be called into 
existence. The limits thus set are more fully discussed below (p. 81.) 

Section 5. Opinions of leading packers. — In regard to the pro- 
portion of the total beef supply of the country killed by the leading 
packers, Mr. Edward Morris, of Morris & Co., in a statement to this 
Bureau, says: 

"I have no idea what proportion of the cattle killed in the country 
are killed by the large packers at the leading western packing centers. 
I think there is a difference in the proportion of the beef supply of 
the different parts of the country which is furnished by the western 
packers. In the States immediately east of Chicago — ^Michigan, Ohio, 
etc. — I do not believe that the western packers supply the greater 
part of the meat. There is a large local supply. In the territory 
which is encircled more or less by the packing plants, including such 
cattle-feeding States as Iowa, Missouri and the like, large packers 
supply a very small proportion of the beef consumed. The same is 
true of the Southern States. I suppose that the proportion of beef 
consumed in Baltimore, Philadelphia, Pittsburg, and various cities of 
that class which is supplied by the western packers would be small 
compared with the local supply." 

On this same point Mr. J. Ogden Armour, of Armour & Co., says: 

" In my opinion, the Armour, Swift, Morris, Schwarzschild & Sulz-' 
berger, Cudahy Packing, and the National Packing companies will 
\ together slaughter probably between 40 and 60 per cent of the total 
I slaughtering of cattle in the United States. There is, however, no 
precise information regarding cattle killed locally. Nor do I know 
precisely what proportion of the cattle concerning which there is a 
record is killed by these six packers. In all parts of the country there 
is a large amount of beef locally slaughtered. In New York and the 
New England States this beef consists largely of dairy cows. This 
section of country is becoming more and more a dairy country, and 
the cows are slaughtered ultimately for beef. The male calves are 
mostly slaughtered for veal, so that the number of steers raised is not 
large. The proportion of beef which is supplied by the western 
packers is less in cities such as Pittsburg, Cleveland, Buffalo^ Detroit, 
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and the like than in New York and New England. In agricultural 
States like Ohio, Indiana, and Michigan a great many cattle are mised 
and slaughtered locally, so that western packers do a smaller propor- 
tion of business. In the Southern States the western packers, as yet, 
supply a very small proportion of the l>eef consumed, but the people 
there are learning to appreciate the western dressed beef, and the 
trade is growing* 

"In the Middle West, the territory more or less encircled by the 
large packing centers, which is wholly an agricultural and largely a 
cattle-feeding district, cattle are so easily obtained locally that a cer- 
tain proportion of the retail butchers buy cattle practically at their 
back doors, and prefer to slaughter them rather than to buy refrig- 
erated beef." 

Mr. Edward F. Swift, of Swift & Co., expressed the following 
opinions in regard to the proportion of the dressed-beef supply of the 
country killed by the leading packers: 

"Generally speaking, I should say that New P^ngland receives a 
very large proportion of dressed beef from the western packing cen- 
ters, and the farther west you come the smaller the proportion sup- 
plied by the western packers. Possibly the proportion decreases from 
about 65 per cent in New England to 10 per cent in a great many 
points in Iowa, Nebraska, Texas, Colorado, and Montana. Possibly 
the western packers supply 40 per cent of the beef consumed in the 
Southern States.^ When I speak of the proportion of the beef supply 
furnished by the western packers, I include the consumption not 
merely of the towns but of the rural districts. I think, to a consider- 
able extent, the rural districts use western dressed beef in some parts 
of the country. The refrigerated beef is preferred by a great many, 
and in many rural districts they do not refrigerate beef, being with- 
out refrigerators." 

n. PROPORTION OF BEEF SUPPLY SOLD BY THE SIX COMPANIES. 

"^ - 

The proportion of the total slaughterings of cattle in the United 
States which fall to the six great western packers is naturally nearly 
the same as the proportion of the total beef consumed in the country 
which they supply. There are, however, two factors which modify 
this statement. In the first place, the average weight of cattle differs 
materially. The average weight of cattle killed by the six companies 
is materially greater than the average for the country as a whole, 
although there is no information of a precise character on this point. 
Over against this it is to be remembered that the number of cattle 
killed by the six companies, 5,521,697, as stated on page 57, above, 
which was there compared with the number estimated as killed in the 
United States for both domestic and export consumption, includes the 

«Mr. Swift probabJj refers to Southern States eaat oi t\ie "Misaimv^V. 
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cattle killed for export. As stated on page 55, the exports of dressed 
beef and other foims of beef are equal to approximately 500,000 head 
of cattle. Of this amount, however, the western packers in question 
furnish probably more than 95 per cent. It follows that the propor- 
tion of domestic beef consumption which these packers supply is prob- 
ably nearly the same as the proportion of domestic killings which they 
slaughter, or about 45 per cent. It should be remembered that this 
estimate does not include the annual consumption of veal, of which the 
six companies furnish a very small proportion. 

The statistics in regard to the fresh beef consumed in the various 
sections and cities of the United States is of the same indefinite char- 
acter as that concerning the cattle supply. Much of the information 
obtained is seated in carloads. The number of carcasses and the weight 
of beef in the carload varies greatly under different circumstances. 
In many cases there are no records whatever, and the best available 
estimates have necessarily been accepted. 

It has been found that the conditions affecting the beef business in 
different sections of the country and in different cities vary to such an 
Extent that any com oination of the^data^concerning different important 
points would be confusing and unprofitable. Furthermore, if monopo- 
listic conditions exist in some sections and cities but not in others, any 
combination of the statistics concerning both would tend to hide rather 
than reveal just what the investigation is intended to discover, if it 
exists. For these reasons, in the following discussion of the propor- 
tion of the beef supply sold by the six companies, different cities and 
different sections of the country are generally treated separately. 
Whenever the contrary is not specifically stated, the local establish- 
ments referred to in this discussion are understood to be independent 
of the six western countries. 

Section 6. Selected cities. — 1. New Yoi'h City, — The special agent 
of this Bureau who visited New York City for the purpose of ascer- 
taining as exactly as possible the consumption of beef in that city and 
vicinity in 1903, computed that the carcasses received by railroad and 
those slaughtered by local establishments amounted to 861,856 during 
1903. Of this total, 51 per cent was shipped in from other points. The 
Schwarzschild & Sulzberger Company slaughtered 136,505 cattle in 
that city, and the United Dressed Beef Company, which is controlled 
by the National Packing Company, 110,601. These two thus furnished 
28 per cent of the total, making altogether 79 per cent furnished by 
the western packet's, nearly all by the six companies. Twenty-one 
per cent of the total was slaughtered by firms in the city, who are 
undoubtedly independent of the control of the large western packers; 
niiiny of the cattle which they slaughter are bought in Chicago and 
other western cities. In addition to the total referred to above, the 
special agent reported that 65,399 cattle were slaughtered in the towns of 
of New Jersey just across the Hudson from New York City. Appar- 
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ently only 7,442 of these were killed in ])lants controlled hy the large 
coDipanies. 

In obtaining the statistics of receipts of fresh })eef at New York from 
other points, a carload was counted as 22 carcasses. Since the carcasses 
received from the West were pro})a})ly much lighter than those killed 
in the city, if the number so estimated was correct, these receipts 
must have furnished less than one-half the fresh l)eef consump- 
tion of New York City. Some of the cattle killed by the United 
Dressed Beef Company belonged to local retail dealers who paid 
that company a fixed price per head for their slaughU^.r. A small part 
of the receipts by railroad come from indeptMidont packers, such as 
Kingan & Co., of IndianaiK)lis. When all these points are taken into 
consideration, it appears probable that the six leading companies fur- 
nished between 70 and 75 per cent of the fresh beef consumed in New 
York City and vicinity. The Schwarzschild & Sulzberger Company 
furnished over 15 per cent of the total consumption from their local 
plant. The highest estimate by New York City dealers of the propor- 
tion of the total supply slaughtered by independent concerns was 30 per 
cent. The proportion so furnished was in one case estimated as low 
as 10 per cent. 

One large retail dealer whose sales amount to about 200 carcasses 
weekly buys his own cattle and has them slaughtered in the large pack- 
ing houses. He considers that even in the small business that he does 
the by-products can be handled about as well as by the large packers. 
One of the local wholesale butchers expressed the opinion that the 
large packers had an advantage over himself of $3 per head. The 
manager of another company, which slaughtered a considerably larger 
number of cattle, estimated that the advantage of the large packers 
over his own firm was not over $2 per head. The butchers of New York 
City have organized a cooperative company under the name of New 
York Butcher's Dressed Meat Company. About 500 butchers are said 
to hold stock in the company. This company has built a packing house, 
which has a capacity of 4,000 carcasses per week. This packing house 
had not been opened up at the time the special agent was in New York 
City. The general opinion seemed to be that there was no reason why 
this packing house should not be operated successfully if it was well 
managed. The opinion of those interviewed in New York was that in 
time the western packers would be able to control the wholesale price 
of beef unless the dealers were able to slaughter at least a part of their 
supply in cooperative establishments. 

2. Boston. — The total consumption of beef in 1903 in the city of 
Boston was computed by the special agent of this Bureau as 225,670 
carcasses. This very large consumption is due to the large suburban 
trade. Boston has also a large hotel and steamship trade. The packers 
are usually more successful in absorbing this class of trade than the 
family trade, and this is probabi '; <>iio loason why 87 per cent of the con- 
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sumption in Boston appears to be furnished by packers in other cities 
and by local concerns controlled by them, among which are included, 
according to common report and various indications, Sturdevant & 
Haley and the New England Dressed Meat and Wool Company. 
Only 13 per cent of the consumption was slaughtered by local concerns 
independent of the large packers. These local establishments have 
suflBicient capacity to slaughter a much larger number of cattle, and 
they did so during the strike in the sunmier of 1904. No definite infor- 
mation was obtained as to the percentage of the shipments into the 
city furnished by different packers. Receipts for selected weeks indi- 
cate that the Armour, Swift, Morris, and National companies furnish 
nearly three-fourths of all the beef sold in the city. 

There appears to be less disposition among the leading dealers in 
Boston to complain of the large packers than there is in other cities, 
though the average price paid for fresh beef there is higher than in 
any other large city. The beef men in Boston are probably better 
satisfied with the operations of the large companies, because the beef 
is sold to a large extent through local wholesalers, or by commission 
men instead of through branch houses of the packers. 

3. Philadelphia. — According to the computations of the special 
agents of this Bureau, who investigated the consumption of fresh beef 
in Philadelphia, the total consumption in that city in 1903 was between 
260,000 and 270,000 carcasses. Of this total nearly 160,000 carcasses, 
or about 60 per cent, were shipped in from other points. Probably 
one-tenth of the shipments from other points was from packing houses 
independent of the six large companies. According to the best esti- 
mates available, the four western companies did not furnish over 
45 per cent of the fresh beef consumed in Philadelphia. Some of the 
local dealers believe the proportion of beef shipped in is 75 per cent 
of the total consumption. This opinion is not based on records of any 
kind. Interviews with the retail dealers make it evident that there is a 
strong prejudice in favor of home-killed beef in Philadelphia. 

4. Baltimore, — Although the special agent of this Bureau was not 
able to obtain exact statistics concerning the consumption of fresh 
beef in Baltimore, he obtained estimates from a number of reliable 
and experienced dealers, and considerable information bearing on the 
subject from other sources. As a result of the investigation, it may 
be said that the people of Baltimore consumed approximately 110,000 
carcasses of fresh beef in 1903, which were supplied in very nearly 
equal proportions by local butchers and outside shippers, mainly the 
six western packers. One of the smaller independent shippers fur- 
nished about 7i per cent of the total supply. About 40 per cent of 
the total supply was furnished by the four leading companies. 

5. Cincinnati. — The difference between receipts and shipments of 
cattle, as reported by the Bureau of Animal Industry, indicates that 
there were 150,952 cattle slaughtered in Cincinnati in 1903, all of^ 
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which were slaughtered by concerna other than the six western com- 
panies. Mr. Charles B. Murray, editor of the Cincinnati Price Cur- 
rent, states that about 30 per cent of the local slaughtering i« shipped 
out of the city, but that, on the other hand, about^ per cent of the 
local consumption is shipped in from other cities. There is no infor- 
mation available in regard to the source of these shipments. 

6. Clevel<md, — The difference between receipts and shipments at 
Cleveland, as furnished by the secretaiy of the chamber of connnerce, 
indicates that 85,821 cattle were slaughtered by independent local con- 
cerns in that city in 1903. The best local authority estimated that the 
proportion of the total Qonsumption furnished by outside packers was 
33 per cent. This estimate was based on an exact knowledge of the 
number of cars of fresh beef received from the railroads. 

7. Buffalo, — The statistics of receipts and shipments indicate that 
87,296 cattle were slaughtered in Buffalo in 1903. According to inspec- 
tions by the Bureau of Animal Industry, the Jacob Dold Packing 
Ciompany killed 31,446 of this total. This company ships a consider- 
able part of its product to other cities. No definite statistics were 
obtained as to receipts of beef from other cities. Estimates wore 
secured, however, from a number of the local slaughterers and retailers. 
These estimates of the proportion of the dressed-beef supply of Buffalo 
furnished by western packers varied from 10 per cent to 25 per cent. 
It was claimed by the dealers that the people of Buffalo have a strong 
preference for home- dressed beef. 

8. Pittsburg, — Pittsburg has become u great consumer of dressed 
beef, but unfortunately no satisfactory information could be obtained 
either as to the difference l>etween receipts and shipments of cattle or 
as to receipts of dressed beef. Local retailers estimated that 60 to 75 
per cent of the total consumption was furnished b}'^ the big western 
packers. It is worth noting, in connection with this estimate, that the 
Bureau of Animal Industry passed 21,119 cattle at slaughter for the 
Pittsburg Provision and Packing Company in 1903. 

9. New Orleans, — According to the report of the New Orleans board 
of health, 156,094 beef carcasses, of which 87,482 were those of calves 
or yearlings, were consumed in that city in 1903. Of these, 29,440 
were shipped into the city, the rest being slaughtered by independent 
local plants. Of the carcasses shipped into the city only 2,371 were 
those of calves and yearlings. There are no means of ascertaining the 
weights of the carcasses, but it is probable that the large packers did 
not furnish more than a third of the beef consumed in New Orleans 
in 1903. 

10. Western pdcking centers, — The unsatisfactory character of the 
information concerning the number of cattle slaughtered by the small 
independent concerns in the western packing centers has already been 
noted.** This, of course, would make it impossible to determine their 

(' See section 4. 
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local consumption accurately. In addition to this there is no way of 
ascertaining the local sales of the large packers. 

If one were to base an estimate of the consumption in Chicago upoo 
that computed for New York, Cincinnati, or Cleveland, it would 
amount to considerably over 400,000 carcasses. On the other hand, 
comparison with the consumption in Philadelphia, which is perhaps 
more similar to Chicago in this respect, would lower this estimate 
somewhat. As it i» known that the local independent packers slaugh- 
ter 90,000 inspected cattle, it appears probable that the large pack- 
ers do not sell more than 75 per cent of the total consumption in the 
city. While it appears rather remarkable that they should not com- 
mand a larger part of the business when they have no freight to pay 
on the beef sold, it is no stranger than their failure to sell more than 
about 20 per cent in Milwaukee (see Table 24), to which city the freight 
must be very low. 

So far as can be judged from the information available, the six 
western packers supply a greater percentage of the local consumption 
in the other cities where their plants are located than they do in Chi- 
cago. They may not do so in St. Louis. 

Section 7. Other cities. — Investigations in regard to the propor- 
tion of the fresh-beef supply furnished by the large packers have been 
carried on by the special agents of this Bureau in a considerable num- 
ber of cities, besides those already discussed above. Letters upon the 
same subject have also been received from the health officers of differ- 
ent cities. From these sources it appears that the proportion of the 
beef supply furnished by the western packers for the given cities in 
1903 was approximately as indicated in Table 24. Most of the beef 
from the West is undoubtedly furnished by the six companies. 

Table 24.— PROPORTION OF THE FRESH-BEEF SUPPLY OF CERTAIN CITIES FURNISHED 

BY THE WESTERN PACKERS. 



City. 



Portland , Me 

Cambridge, Mass 

Lowell, Mass 

Worcester, Mass 

Providence, R.I 

Auburn, N. Y 

Syracuse, N. Y 

Erie, Pa 

ScrantoD, Pa 

Trenton, N.J 

Wilmington, Del 

Norfolk and Newport; News, Va 

Richmond, Va 

Chario.tte,N,C 



Percentage 

of supply 

furnisned 

by western 

packers. 



85 
99 
85 
«7 
98 
50 
75 
45 
90 
85 
65 



30 



City. 



Raleigh, N.C .... 
Wilmington, N. C 
Charieston.S.C. 
Columbia, S.C ... 
Savannah, Ga ... 
Jacksonville, Fla 
Nashville, Tenn . 

Macon, Ga 

Birmingham, Ala 

Mobile, Ala 

Vicksburg. Miss . 

Duluth,Mlnn 

Milwaukee, Wis . 



Percentage 
of supply 
fumisnea 

by western 
packers. 



15 
60 
45 
25 
70 
70 
50 
67 
75 
20 
60 
75 
20 



Section 8. Groups of smaller tov/ns. — For the purpose of ascer- 
taining as nearly as possible what proportion of the fresh- beef supply 
is furnished by the large packers, about 5,000 schedules were sent 
out to the retail meat dealers and local slaughterers in all parts of the 
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United States. Among other ([uestions these schedules contained the 
following: 

What proportion of the l>eef consumed in your town was killed in 
or near the town during 190*3 'i 

What was the number of beef carcasses killed in or near your town 
in 1903? 

What was the number of beef carcasses bought from outside 
packers in 1903? 

AppQ,rently those who received the schedules found great difficulty 
in answering these questions, as answers clear enough to warmnt their 
use in the tabulation of the percentage of the total consumption of 
each place, killed locally, were returned from only 835 towns. Even in 
the case of the answers that were used, it was evident that a large part 
were based upon incomplete information. It is necessary to bear in 
mind, therefore, that the tabulations represent mainly the expressions 
of jDersonal opinion rather than information based upon satisfactory 
records. In spite of the unsatisfactory nature of the material used in 
the compilation of the following tables, the fact that the answers were 
obtained from so large a number of towns warrants the assumption 
that errors would in considerable degree compensate each other. 

The 835 towns from which the answers were tabulated were located 
in 48 different States and Territories. The cities over 50,000 in these 
tables do not include the leading cites more fully discussed above." 
These towns were first divided into six groups, according to popula- 
tion, as shown in the following table. Each group was then divided 
into subgroups, according to the proportion of its total consumption 
of beef killed by local butchers. Table 25 shows the number of towns 
in each of these subgroups, and the percentage of each of the principal 
groups found in its subgroups. 

Table 25.— PROPORTION OF FRESH BEEF SUPPLY KILLED BY LOCAL BUTCHERS IN 

VARIOUS TOWNS IN 1P03. 



Towns having a population of— 



2,000 and under 
2,000 to 5,000-... 
5,000 to 10,000... 
10,000 to 25,000.. 
25,000 to 50,000.. 
50,000 and over . 



All towns. 



Number of towns in which the indicated per- 
centage of the total consumption was killed 
locally. 



Total. 



Under 25 


25 to 50 


50 to 75 


75 to 100 


per cent. 


per cent. 


per cent. 


per cent. 


17 


13 


27 


259 


49 


12 


27 


197 


33 


9 


12 


56 


35 


5 


15 


22 


10 


4 


6 


5 


10 


4 


2 


6 


154 


47 


89 


515 



316 

285 

110 

77 

25 

22 



835 



« Those from which schedules were tabulated are; New Haven and Hartford, 
Conn. ; Atlanta and Savannah, Ga. ; Peoria, 111.; Indianapolis and Evansville, Ind.; 
Bes Moines, Iowa; Portland, Me.; Lawrence, New Bedford, and Springfield, Mass.; 
Grand Kapids, Mich. ; Hoboken, N. J. ; Utica, N. Y. ; Wilkesbarre and Harrisburg, 
Vsl; Memphis, Tenn.; Salt Lake City, Utah; Seattle, Wash. ; Portland, Oreg.; Charles- 
ton, 8.0 
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Table 26.— PROPORTION OF FRESH BEEF SUPPLY KILLED BY LOCAL BUTCHERS IK 

VARIorS TOWNS IN 190a-Continued. 



Towns having a popuLition of — 



2,000 and under 
2,000 to 5,000.... 
6,000 to 10,000 . . 
10,000 to 26,000 . 
26,000 to 60,000 . 
50,000 and over. 



Percentage of towns in which the in- 
dicated percentage of the total caor 
sumption was killed locally. 



Under 25 
per cent. 



Percent. 
6.0 
17.6 
80.0 
46.0 
40.0 
45.0 



All towns 



r 



18.6 



26 to 50 
percent. 



Percent. 
4.0 
4.0 
8.0 
6.0 
16.0 
18.0 



5.5 



60 to 75 
per cent. 



JPerocnt. 
9.0 
9.5 
11.0 
20.0 
24.0 
10.0 



10.5 



75 to 100 
percent 



PercGoL 
81.0 
G9.0 
5L0 
29.0 
20.0 
27.0 



65.5 



The data that have already been given in regard to the proportionate 
amount of cattle slaughtered by the 6 western packers (see p. 57) 
give assurance that the outside supply of these towns must in almost 
every case come from those companies. This, however, is not true in 
the case of towns on the Pacific slope, where the western packers have 
generally found that their shipments resulted in losses. The outside 
supply of these towns comes almost altogether from the packing plants 
located in that section of the country. 

Although the doubtful nature of the statistical material used in 
these tables should always be kept in mind, the showing is so positive 
in some respects that it certainly deserves a qualified acceptance. 
When butchers in 259 out of 316 towns of 2,000 inhabitants and under 
report from the best information available that the local slaughterers 
kill over 75 per cent of the total consumption, it is certainly a strong 
indication that in such towns the large packers do not yet hi^ve any 
considerable influence upon the price of fresh beef. The table shows 
quite clearly also that as the population increases the large packers 
are able to control an increasing percentage of the business. Accord- 
ing to the reports, only G per cent of the towns with a population of 
2,000 and less kill less than 25 percent of the beef they consume, while 
40 to 46 per cent of the towns having a population of over 10,000 
report that they are supplied with less than 25 per cent of their total 
consumption by local butchers. 

It is noteworthy that while only 20 per cent of the group of cities 
having a population of 25,000 to 50,000 killed 75 per cent or more of 
their beef, 27 per cent of the cities having a population of 50,000 and 
over are reported to be supplied with that proportion of their con- 
sumption by their local butchers. This is probably due to the fact 
that as the towns grow larger the local slaughterers are able to carry 
on business on a scale large enough to obtain many of the advantages 
of large manufacture enjo^^ed by the leading packers. 

In order to throw the material in Table 25 into such form that its 
meaning will be more easily grasped, it has been assumed that in 
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towns which furnished less than 25 per cent of their own consumption 
the average percentage furnished is 12i per cent; that in the second 
group, which furnished from 25 to 50 per cent of its home consump- 
tion, the average percentage was 37i per cent; that in the third group 
it was 62i per cent, and in the fourth group 87i per cent. By this 
means it is possible to approximate crudely what these schedules indi- 
cate as to the proportion of the fresh-beef supply furnished by the 
large packing companies in each of the groups of towns. 

Computations made on the basis suggested in the preceding para- 
graph indicate that the approximate percentage of the fresh-beef sup- 
ply sold by the large packers in the given groups of towns is as follows: 

Towns having a population of— per cent. 

2,000 and under 20 

2,000 to 5,000 30 

6,000 to 10,000 40 

10,000 to 25,000 55 

25,000 to 50,000 55 

50,000 and over 60 

Section 9. Ghroups of States. — The data used in Table 25 have 
been rearranged in the following table for the pui*pose of indicating 
the proportion of the home consumption of fresh beef killed by 
local butchers in different sections of the country. While it is 
always necessary to remember the questionable character of the 
material from which these tables are compiled, it may be said that 
they agree in a general way with all expressions of opinion this 
Bureau has been able to obtain from other authoritative sources. For 
example, it is a well-known fact that the large packers furnish a larger 
percentage of the beef in the New England and Middle Atlantic 
States than in other sections of the country. This table shows that 
of 154 widely distributed towns, which reported that local butchers 
killed less than one-fourth of their total consumption, 65 are located 
in the New England States, while over half of the remainder are found 
in the States of New York, New Jersey, and Pennsylvania. Turning 
to the percentages, it is seen that 85.5 of the towns in New England 
which reported belong in the group which depends almost altogether 
on beef from the packers, while in only 8 per cent do the local 
butchers kill over 75 per cent of the total consumption. 



'« 



74 



THE BEEF INDUSTRY. 



Table 26.— PROPORTION OF FRESH BEEF KILLED BY LOCAL BUTCHERS IN DIFFERENT 

SECTIONS OF THE UNITED STATES IN 1903. 



Group of States. 



Number of towns in which the indicated per- 
centage of the total of consumption was killed 
locally. 



New England 

New York, New Jersey, and Pennsylvania i 

Southern Statesa ' 

Central States^ 

Western States'* 

Mountain and Pacific States** 

Total 



Under 25 


25 to 60 


50 to 75 


76 to 100 


per cent. 


per cent. 


percent 


per cent. 


65 


2 


3 


6 


47 


16 


21 


35 


6 


1 


20 


133 


25 


20 


28 


194 


8 


6 


14 


106 




2 


3 


71 


154 


47 


89 


645 



Total. 



76 
119 
160 
267 
134 

79 



835 



Group of States. 



New England 

New York, New Jersey, and Pennsylvania 
Southern Statesa 

Central States^ 

Western States e 

Mountain and Pacific Statesd 



Percentage of towns in which the in- 
dicated percentage of the total con- 
sumption was killed locally. 



Under 25 
percent. 



85.6 
39.5 
4.0 
9.0 
6.0 
4.0 



26 to 50 
I)er cent. 



2.6 
13.6 
1.0 
7.0 
4.5 
3.0 



50 to 76 
per cent. 



4.0 
17.6 
12.0 
11.0 
10.5 

4.0 



75 to 100 
per cent 



8.0 
29.5 
83.0 
73.0 
79.0 
89.0 



J 



a Delaware, Maryland, Virginia, West Virginia, North Carolina, South Carolina, Georgia, Florida, 
Alabama, Mississippi, Tennessee, Kentucky, Arkansas, Louisiana, Texas, Oklahoma, Indian Tend- 
tory, and Missouri. 

^Ohio, Indiana, Illinois. Wisconsin, and Michigan. 

c Minnesota, Iowa, North Dakota, South Dakota, Nebraska, and Kansas. 

4 Montana, Wyoming, Colorado, New Mexico, Arizona, Utah, Idaho, Washington, Or^;on, and 
California. 

A glance at the figures representing the proportion of beef killed 
locally in the other groups of States, shows that no large degree of 
monopolistic control of prices would be possible so far as the great 
majority of the population is concerned. Yet, according to Table 
27, even in the Central States where the cattle supply is fairly 
good, over one-third of the towns of 2,000 to 5,000 inhabitants are 
dependent on outside sources for over three-fourths of their beef 
supply. Of the 267 towns in this group from which schedules were 
tabulated, only 25 reported that less than one-fourth of their total 
consumption was killed locally. 

Proceeding on the same assumptions that were used in dealing with 
the groups of towns, on pages 72 and 73 it appears that, according to 
these schedules, the large packing companies sell approximately the 
foUow^ing percentages of the fresh beef consumed in different sections 
of the country: 

J In New England, 75 to 80 per cent; 
In New York, New Jersey, and Pennsylvania, 50 to 55 per cent; . 
In the Southern States, 20 to 25 per cent; 
In the Central States, about 25 per cent; 
In the Western States, 20 to 25 per cent; 
In the Mountain and Pacific States, 15 to 20 per cent. 
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It was thought advisable to include the returns from the Mountain 
and Pacific States in these tables, but, as already noted, the outside 
supply in these towns comes from the packing plants in San Fmncisco 
and Los Angeles. 

The above figures show that, even if the great western packers were 
acting in a combination, there need be no particular fear at the pres- 
ent time of monopolistic control of prices throughout any section of 
the United States except New England. But this showing, however 
satisfactory in itself, should not be allowed to dwarf the significance 
of the fact, shown in Table 26, that about 40 per cent of the towns in 
New York, Pennsylvania, and New Jereey reported conditions in which 
it would appear that a well -managed combination would be able in 
some measure to dictate the price at which dressed beef should be sold. 
Moreover, similar conditions exist in 9 per cent of the towns in the 
central group, in 6 per cent of those in the western group, and in 4 
per cent of those in the rest of the country. On the other hand, as 
more fully pointed out below, even in towns where the proportion of 
beef furnished by the six packers is largest, potential competition of 
local butchers and others is an important limitation on the power 
which any combination can exercise* 

Table 27 shows the schedule report; of the proportion of the beef 
supply killed locally, classified according to geographical divisions and 
population of towns. The figures given in these tables generally con- 
firm the conclusions already stated. 

Table 27.— PROPORTION OF FRESH BEEF KILLED BY LOCAL BUTCHERS IN 1903. 

NEW ENGLAND STATES. 



Towns having a population of— 



Number of towns in wliich the indicated per- 
centage of the total consumption was killed 
locally. ' 



2,000 and under. 
2,000 to 5,00C.... 
5,000 to 10,000... 
10,000 to 25,000.. 
25,000 to 50,000.. 
50,000 and over . 



Total 



Under 25 
per cent. 


25 to 50 
percent. 


50 to 75 

percent. 


75 to 100 
percent. 


3 

18 

20 

16 

8 

6 


1 


1 
1 

1 


3 
3 


1 


















* 




65 


2 


3 


6 



Total, 



8 

22 

22 

15 

3 

6 

76 



NEW YORK, NEW JERSEY, AND PENNSYLVANIA. 



2,000 and under. 

2.000(0 5,000 

5,000 to 10,000.... 
10,000 to 25,000... 
25.000 to 60,000... 
60,000 and over. . 

Total 



6 


6 


7 


16 


17 


4 


8 


12 


6 


2 


6 


3 


16 

1 
2 


8 




1 
2 
1 




1 






47 


16 


21 


35 



35 
41 
17 
19 
8 
4 

119 



76 
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Table 27.— PROPORTION OF FRESH BEEF KILLED BY LOCAL BUTCHEBS IN 19(»-Gonf d. 

SO UTHERN 8TA TE8. a 



Towns having a population of— 



2,000 and under 
2,000 to 6,000.... 
5,000 to 10,000... 
10,000 to 25,000.. 
25,000 to 50,000 . . 
50,000 and over . 



Total 



Number of towns in which the indicated per- 
centage of the total consumption was killed 
locally. 



Under 25 
per cent. 



2 
1 



1 
2 



25 to 50 
per cent. 



60 to 75 
percent. 



7 
4 
2 
8 
8 
1 



20 



75 to 100 
per cent. 



54 

54 

15 

7 

2 

1 



133 



Total. 



63 
59 
18 
10 
6 
4 



leo 



CENTRAL STA TES. b 



2,000 and under. 
2,000 to 5,000.... 
5,000 to 10,000... 
10,000 to 25,000 . . 
26,000 to 50,000 . . 
50,000 and over . 



Total 



4 


2 


7 


leo 


10 


7 


6 


64 


6 


5 


1 


18 


3 


1 


11 


10 


2 


3 

2 


3 




2 






25 


20 


28 


194 



WESTERN STA TES. o 



113 

87 

80 

25 

8 

4 



267 



2,000 and under. 
2,000 to 5,000.... 
5.000 to 10,000... 
10,000 to 25,000 . 
25,000 to 50,000.. 
50,000 and over.. 



Total 



2 
2 
1 



8 



3 
1 



1 
1 



6 



MOVS'TAIN AND PACIFIC STATESA 



4 
6 
2 

1 



14 



62 

32 

11 

1 



106 



71 

41 

14 

S 

4 

1 



184 



y 



2, 000 and under 
2,000 to 5,000 ... 
5,000 to 10,000 . . . 
10,000 to 25,000 . . 
25,000 to 50,000 . . 
50,00 J and over . 



Total 



2 



1 
2 



24 

32 

9 

3 

1 
2 



71 



26 
85 
9 
5 
1 
3 



79 



"Delaware. Maryland, Virginia, West Virginia, North Carolina, South Carolina, Georgia, Florida, 
Alabama, Mississippi, Tennessee, Kentucky, Arkansas, Louisiana, Texas, Oklahoma, TniiiftTi Terri* 
tory, and Missouri. 

^'Ohio, Indiana, Illinois, WLvconsin, and Michigan. 

c Minnesota. Iowa, N»rth Dakota, South Dakota, Nebraska, and Kansas. 

d Montana, Wyoming, Colorado, New Mexico, Arizona, Utah, Idaho, Washington, Oregon, and 
California. 

It appears from Table 27 that even in New England the cattle sup- 
ply is sufficient to enable villages under 2,000 in population to kill 
fully half of their local supply, but, according to the table, the towns 
of over 2,000 population are practically dependent on the western 
packers. There is no apparent reason why a well-managed combi- 
nation among the packers might not establish monopolistic prices in 
such towns. Of towns between 2,000 and 5,000 population 18 out of 
22 depend on the packers for over three-fourtba of their total qor- 
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sumption. Of the 22 towns having a population of 5,000 to 10,000 
onl}^ 2 kill over 25 per cent of their supply. All of the towns with a 
population of 10,000 and over, from which reports were tabulated, 
depend on the packers for over 75 per cent of their total supply. 

New York State has about 75 per cent more people than Massachu- 
setts, Connecticut, and Rhode Island combined, but on January 1, 
1905, according to an estimate of the Agricultural Department, there 
were practically five times as many cattle in New York State as in the 
other three. This condition of the cattle supply is reflected in Table 
27. In New York, Pennsylvania, and New Jersey, according to the 
schedules, 9 out of the 17 towns having a population of 5,000 to 
10,000 killed over half their own beef. In the smaller towns the 
conditions appear to be similar. In this group of States the greatest 
dependence upon the western packers appears to be found in the 
cities of 10,000 to 25,000 population. Fifteen out of 20 towns in this 
class reported that local butchers killed less than 25 per cent of the 
total consumption. This is the same number of towns that reported 
like conditions from New England. It would appear, therefore, that 
for a considerable part of the population of the Middle Atlantic States 
the opportunities for the monopolistic control of prices are quite as 
great as in New England. Only 1 of the 3 towns of 25,000 to 50,000 
inhabitants from which schedules were tabulated was in large degree 
dependent on outside packers. The other 2 killed over 75 per cent 
of their total consumption. 

Section 10. Competitors of the large packers. — As has already 
been mentioned (see p. 58), there are very few competitors of the 
six large packing companies who do what would now be called a large 
shi pp in g- business in beef . This means that in most places where one 
or more of the six companies undertake to build up a business, unless 
they compete among themselves, they meet with competition from local 
slaughterers only. The only other concerns which ship beef to the 
East in any quantity are Kingan & Co. and the Indianapolis Abattoir 
Company of Indianapolis, Jacob Dold Packing Company of Buffalo, 
N. Y., and the St. Louis Union Packing Company; and these concerns 
together slaughter only about 175,000 cattle yearly. ^ 

A second group of competitors of the western packers, which is of / 
much more importance, consists of the large local slaughterers in the 
larger cities, particularly in the Northern and Eastern States. Much 
the larger proportion of the cattle which, a5 seen in section 1, are 
killed locally in such cities as New York, Boston, Philadelphia, Balti- 
more, Buffalo, Pittsburg, Cleveland, etc., are killed by concerns which 
do a comparatively large business. Some of these concerns buy most 
of their cattle locally, while others buy a larger proportion at the 
western packing centers. The ability of these local concerns to compete 
with the great western packers depends chiefly on three considerations: 

H. Doc. 382, 58-3 8 
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1. The source of the supply of cattle. — Obviously if the cattle can 
be drawn from the immediate vicinity, it gives the local slaughterer 
an important advantage, since the total freight which must be paid 

! from the farm where the cattle are I'aised to the point of beef con- 
sumption is much less than in the case of beef supplied by the 
western packers. The States of New York, Ohio, Pennsylvania, 
West Virginia, and Virginia, for example, produce considerable num- 
bers of beef cattle of fairly high grade, and these furnish a material 
proportion of the supply in the cities of that section, even as far east as 
New York, Philadelphia, Baltimore, and Washington. In many cases, 
however, the larger portion of the cattle which the local slaughterers in 
the cities of the Northern and Eastern States are able to secure are 
of low grade, consisting in considerable measure of cows which have 
passed their usefulness for dairy purposes. So far as this is the case 
the local slaughterers are less able to compete with the western 
packers for the high class of trade which, in general, is the more 

. profitable. 
^ 2. The relative efficiency of the plants, as indicated by cost of opera- 
tion and success in utilizing by-products. — Beyond question even the 
largest of the local slaughterers in question are at a considerable dis- 
advantage in these respects as compared with the western packers^ 
nevertheless some of them are able to realize sufficient economies to 
leave a comparatively narrow margin by which the western packers 
might undersell them while securing an equal profit. The expense of 
administration, accounting and management of sales is likely less for 

/ the smaller concern than for the great packer (see p. 208). 
^ 3. Preference of consumers regarding locally killed beef. — A consid- 
erable proportion of the consumers are prejudiced against beef 
which has been transported long distances and kept for a long time in 
a refrigerated condition. WTiere the grade of cattle slaughtered is the 
same, preference is perhaps usually expressed for the locally killed 
beef. This is indicated by the fact that the quoted prices of city-killed 
beef in New York are usually about \ cent higher than the prices of 
similar grades killed in the West. Of course where the quality of the 
cattle which the local butchers can secure is inferior, preference for 
home-killed beef may be more than offset. 

The following statement of Mr. J. Ogden Armour bears on this 
subject: 

"There are, moreover, a number of important concerns in the large 
eastern cities which buy cattle at western packing points in competi- 
tion with the packers there, transporting them alive and selling them 
in these eastern cities. A record of the weekly purchases of these 
concerns appears in the Chicago Drovers' Journal and in similar peri- 
odicals published at other packing centers. The most important local 
concerns of this character are situated in Boston, New York, Pbilftclel-> 
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phia, Baltimore, and Pittsburg. I think that these concerns usually 
sell their beef at a higher price than the western packers on account 
of the prejudice which some people still have against western beef." 
On the same subject Mr. Edward F. Swift said: 
"I think the western packers have no advantage in cost of produc- 
tion over the smaller packers in cities like Pittsburg, Cleveland, Buf- 
falo, Indianapolis, Philadelphia, New York, and Boston, and no doubt 
in many other places, the packers in these places having all modern 
appliances for the full utilization of all ))y -products. Of course, the 
country slaughterer who kills only 15 or 20 cattle per week can not go 
to the expense of buying costly machinery and appliances for the best 
utilization of by-products." 

The third class of competitors encountered by the great western 
packers consists of the local butchers in towns of medium and 
small size. • The difference in conditions between the smaller towns 
and the large cities is such as to demand separate consideration of the 
nature of the competition against the packers in the two classes of 
places. It appears very clearly from the discussion in section 8 that 
the proportion of the consumption of beef which is supplied ])y the 
western packers is usually less in the towns having a population of 
2,000 or under. The tables presented above show that the packers 
have entered into competition with local slaughterers in medium- 
sized towns quite generally throughout the territory east of the Rocky 
Mountains, but that the proportion of the beef business which they 
control in such towns is not sufficient, except perhaps in some towns in 
New England and the Middle Atlantic States, to give them any degree 
of monopolistic power even if they were acting in combination with 
one another. 

The ability of local slaughterers in small towns to compete with the 
large packers depends on essentially the same conditions as were men- 
tioned above with regard to local slaughterers in the larger towns. 
The source of the supply of cattle for the smaller towns is, however, 
much more likely to be the neighboring territory than is the case 
with the larger cities outside of the great cattle-raising section. This 
is due partly to the fact that the population of the small towns is less 
disproportionate to the number of cattle raised in the rural areas 
surrounding, and partly to the fact that the consumers in small towns 
are apparently more willing to put up with an inferior quality of beef 
than is the case in the larger cities. Throughout most of the North- 
ern and Eastern States there is a considerable dairying industry. The 
niale calves raised on dairy farms are usually killed for veal, but 
the old cows, no longer fit for dairy purposes, are sufficient in num- 
her to supply a considerable proportion of the demand for beef in 
small towns. Moreover, as suggested above, there is in many parts 
of the territory east of Chicago a considerable number of cattle of 
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higher grade which are available for the use of local butchers, [n the 
great cattle-raising States of the West the local supply of cattle avail- 
aiT)le for the butchers is, of course, ample, and of as good quality as 
they care to purchase. It follows from these considerations that local 
butchers, in small towns, being able to supply a considerable propor- 
tion of the consumption from cattle raised in the neighborhood, can 
usually compete effectively with the large western packers because of 
the great saving in freight. 

On the other hand, it is a familiar fact that the small local slaughter- 
ing establishments are very much inferior to the great western packing 
plants as regards their efficiency, that the cost of slaughtering is much 
higher, and the value realized for by-products much less. Many 
small local slaughterers, however, have much less expense per head 
for refrigeration, selling, and the like than the large packers have. 
Nevertheless, in some instances, the disadvantages on the side of the 
local slaughterer more than offset his advantage with respect to freight, 
f The competition of local butchers in small towns with the large 
/packers is much more active in the summer and fall months than dur- 
ling the winter, on account of the greater number of cattle which 
I they can secure locally at that time. Complaints have been made by 
local butchers in various small towns that the western packers make 
heavy cuts in the prices of the beef which they ship in during the 
period when the local supply is largest, thereby tending to destroy 
the profits of the local butchers, while the packers recoup them- 
selves with the higher prices they can obtain at other seasons of the 
year. There are, beyond question, a good many towns in which the 
packers might be able to adopt this policy, and it may readily be that 
they do so. On the other hand, as clearly indicated by the tables in 
section 8, there is a very large proportion of the smaller towns in 
which, even though the packers may resort to the practice charged, 
they do not, during the entire year, furnish more than a small pro- 
portion of the beef consumed. With reference to the practice of 
cutting prices of beef in small towns at the season when the local supply 
is largest, Mr. J. Ogden Armour made the following statement: 

"On account of local" conditions we have frequently been obliged to 
soil meat products at a loss in certain sections for certain periods of 
time in order to keep our branch houses running. There are, for 
instance, certain markets in Ohio which, during part of the year, are 
supplied largely with local cattle grown in the neighborhood. Of 
necessity the prices at that time are not good, and the volume of our 
business is cut down. We, nevertheless, continue to sell some beef, 
because we have our investment there and a staff of men, so that the 
expense goes on constantly, and because we have a certain line of 
trade which we must keep on our books. We can not close up one 
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moDth and open the following month with anj^ suwess. The practice 
of selling at less than cost has not l>een pursued in any case with a 
view to obtaining a virtual monopoly of the supply of any meat prod- 
uct, nor has it in any case resulted in securing to this company any 
ijuch monopoly in any part of the country." 

Concerning the advantages and disadvantages of the slaughterer in* 
small towns, Mr. Aimour spoke as follows: 

"The ability of wholesale butchers in the small towns to compete 
with the large packers in the sale of bc^ef depends entirely uix)n con- 
ditions. At times such butchers can buy (tattle so cheap that the large 
packers are almost excluded from doing business in their towns. 
Wlien such a butcher has to Imv his c*attle in the same market that the 
large packers do, we are able through our economies in manufacture 
and through making articles of value out of what would go to waste 
in his establishment, to sell to the retjiilers at a lower price than the 
local wholesale butcher can do. In some places, however, there is a 
prejudice in favor of locally slaughtered beef, and the local concerns 
get higher prices than the western packers." 
On this same topic Mr. Edward F. Swift said: 
"With regard to the ability of a local butcher to compete in the sale 
of beef locally with the western packing companies, it appears to me 
that the saving effected by Swift & Co. in the method the}^ handle 
their business, as against the method pursued by the country butcher, 
is enough so that, should the country butcher make the same saving, 
it would afford him a fair profit. I think the most progressive country 
batchers can continue to compete with the western packers, since 
there is some local preference in certain sections for home-slaugh- 
tered beef, either on account of preference for beef freshly slaugh- 
tered or as a matter of sentiment in supporting home industries. 
Where the local butcher can obtain his supply of cattle from the 
immediate vicinity, it is to his advantage in competing with the western 
packers, because of the saving of the freight rate which he makes. 
There is a material difference at different seasons of the year with 
respect to the proportion of the beef supplied by the western packers 
in smaller towns of the Middle West and Eastern States. It is my 
opinion that during the late summer and fall a larger number of cattle 
are killed locally at small places throughout the United States than is 
true at other periods of the year, there being a larger and more suit- 
able supply of cattle to be obtained locally by the butchers." 

Section 11. Potential competition. — Having thus considered the 
evidence with regard to the present competition which the great 
western packers encounter in the purchase of cattle and the selling of 
beef, a few words may be added with regard to the effect of potential 
C(»npetition in restricting the power of the packers to control prices 1 
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7 of cattle and prices of beef, even in territory where the packers at 

^ present do much the larger part of the business. 

This subject may be considered with reference to competition in the 
large-scale business at the western packing centers themselves, and 
competition on the part of local slaughterers in large cities. What 
has already been said with regard to existing competition in small 
towns shows clearly that in many if not most smaller towns where the 
packers even now do a large proportion of the business it would not 
be possible for them to raise prices greatly without sharply stimulat- 
ing local competition, because of the advantage which the local butcher 
has with respect to the source of his supply of cattle. 

With reference to the efficiency of potential competition to prevent 

I the great western packers from controlling the prices of cattle in the 

/ territory tributary to their plants, Mr. Edward F. Swift made the 
following statement: 

''Moreover, in case the packers attempted to secure an excessive 
margin of profit, there are no hindrances in the way of the establish- 
ment of eflfective competing concerns in the dressed beef and shipping 
business at western packing centers. It is not necessary for a com- 
peting concern to establish plants in more than one packing center in 
order to maintain itself in a profitable business. A great many con- 
cerns could be named that have packing plants in only one place. I 
might cite The Pittsburg Provision Company, Pittsburg, Pa. ; The 
Cleveland Provision Company, Cleveland, Ohio; Kingan & Co., 
Indianapolis, Ind. ; Sinclair & Co., Cedar Rapids, Iowa; Agar Packing 
Company, Des Moines, Iowa." 

Mr. Armour said on this point merely: "It is a business that is as 
free as air, not controlled by patents or location." 

Notwithstanding' these statements of the. packers, it is evident that 
some difficulties stand in the way of the establishing of new plants 
which would be able to compete effectively with the present concerns 
in doing business at the great western centers, and this difficulty would 
be enhanced if the large companies which exist at present should act 
in harmony against such new competitors. The great economies in 
cost of production and in utilization of by-products which the western 
packers enjoy can be secured onh^ by a very large investment of capi- 
tal. In order to carry on a shipping business in the most economical 

\ manner, the packer should, as the actual practice of the great concerns 
seems to demonstrate, have plants at several of the leading cattle mar- 
kets. He must slaughter not only cattle, but hogs and sheep as well, 
and must enter into a number of related lines of business. He must 
maintain a large number of private cars. Moreover, the new com- 
petitor must establish himself in the consuming markets. To do so 
requires the opening of branch houses at heavy expense. All these 
elements tend to increase the amount of capital which is necessary. 
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The existing packers woiild^also })e able to cut prices in the particular I 
markets which the new competitor sought while maintaining them in | 
other markets where they have greater control of the business. [ 

As against these considerations, however, nuist }>e noted the fact 
that capita], even in large amounts, is almost always easily obtainable 
for the establishment of anj' business which promises large returns, 
and that the total investment even of such a great concern as Swift 
& Co. is covered by a capitalization of only $85, ()()(), 000, which is by 
no means a large amount for modern financiers to invest in an enter- 
prise. Moreover, the new competitor, by establishing his branch ' 
houses first in the larger cities, where at present t\n\ western packers 
dispose of a very large proportion of their product, and where they 
probably make the largest profits, would be able to make the cutting 
of prices in his special markets while maintaining them in others scarcely 
practicable. 

. These considerations point to the conclusion that even if the western 
packers were acting in combination they could not habitually depress 
the price of cattle and increase their profits to an abnormal degree 
without bringing into the field powerful competitors. It is of course 
impossible to state such a conclusion in quantitjitive terms. 

Very similar considerations apply with regard. to potential competi- 
tion on the part of large local slaughterlinCfirtnclnore important con- 
suming centers. ThereareTTiowever, greater hindrances in th6 way of \ 
establishing new competing plants in those cities which are largely 
dependent upon a distance source of supply for cattle than is the case 
in the western packing centers. For even if a plant of suflicient size 
to secure most of the economies in production enjoyed by the western 
packers should be established, it would still be at a disadvantage in 
being compelled to transport live cattle for long distances, while the 
western packers transport only the more valuable commodity — dressed 
beef. In other words, the local slaughterer would have to pay freight 
on the oflfal of the cattle as well as upon the beef. Against this dis- 
advantage, however, stands the preference for home-killed beef, which 
has already been mentioned. A more important difficulty encountered 
bythe local slaughterer is thef act that his sales are confined almostwhoUy 
to a single market, and that the western packers, b}- cutting prices in 
that market and maintaining them elsewhere, could render his business 
unprofitable without destroying their own profits. 

. These considerations would seem to indicate that, so far as a consuming AC 
center does not have an adequate supply of cattle obtainable within a ] 
comparatively short distance, potential competition on the part of local 
slaughterers is not likely to place a very effective check upon the con- 
trol of prices by the great western packers. However, those packers 
could not habitually maintain the price of beef at a figure very far in 
excess of cost without calling forth new competition. Precisely in so 
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/ far as an adequate supply of cattle can be obtained at reasonable cost, 
] which means practically within reasonable distance, the efficiency of 
(potential competition as a restraint upon prices of beef is increased. 

The importance of potential competition in restraining the power of 

any combination to control prices of cattle and of beef was illustrated 

during the time of the great strike of packing-house workers in the 

' summer of 1904. At that time the quantity of beef supplied by the 

ding western packing companies was materially decreased; indeed, 

ring one or two weeks of the strike their output was but a small 

fraction of the usual amount. The shortage in supply thus created 

I wds, in no small measure, filled by an increase in the slaughtering of 

1 caAtle by smaller concerns, not only in the western packing centers 

\ themselves, but more especially at consuming points throughout the 

territory supplied by the packers. The strike made evident the fact 

that there are hundreds of slaughtering establishments which now 

operate at much less than their full capacity, and that it is a matter of 

a few days only for them materially to increase their output. 

Section 12. Pacific slope. — As the six companies whose opera- 
sitions have been under investigation by this Bureau sell only a very 
^ {limited amount of fresh beef on the Pacific slope, no extended exami- 
nation of conditions there was undertaken. A special agent of the 
Bureau, however, visited the principal cities. It was found that the 
Cudahy interests were represented by a packing house in Los Angeles, 
and that the Armour, Swift, and Morris families owned a controlling 
interest in the Western Meat Company of San Francisco, which is said 
to do a larger business in fresh beef than any other firm in Calif ornia* 
Their principal competitor is the firm of Miller & Lux. There are 
other extensive slaughterers who compete with the Western Meat 
Company. Apparently there is no_mo]aQgolisticeontrgi of any part 
of the field. Table 26 shows that almost all the towns in that section 
are supplied by local slaughterers. Neither the California packers nor 
the packers of the Middle West appear to do any considerable business 
in dressed beef in the States of Oregon and Washington. 



CHAPTER IV. 
C0HPAEI8OH OF THE PRICES OF CATTLE AND OF DRESSED BEEF. 

INTBODUOTION. 

The present investigation into the beef -packing industry was made 
in accordance with the hereinbefore-cited resolution of Congress, 
which states, among other things, that "the Secretary of Conunerce 
and Labor be, and he is hereby, requested to investigate tlie causes of 
the low prices of beef cattle in the United States since Jul}^ 1, 1903, 
and the unusually large margins between the prices of beef cattle and 
the selling prices of fresh beef." The execution of this investigation, 
intrusted by Congress to the Department of Commerce and La})or, 
demands, therefore, the ascertainment of the price movements of beef 
cattle and of dressed beef and the margin between the same. Not only 
the general course of prices of cattle and dressed beef, but also varia- 
tions and differences in the prices of these commodities in different 
places and by different packers are pertinent subjects of inquir\\ 

The scope of the work may be defined in more concrete and detailed 
form as follows : First, the determination of cattle prices and the causes 
of their variations. This comprises the price movements of different 
sorts and qualities of cattle, the differences between different packers 
and between different packing points, and the construction of tables 
showing general price movements for all classes of cattle combined, 
both for different markets and for the chief markets combined. 

Second. The determination of dressed-beef prices and the causes of 
their variations. This comprises the price movements of different 
qualities of beef, the differences in prices between different packers at 
different wholesale markets, and the construction of tables showing 
general price movements for different markets and for the beef busi- 
ness of the western packers throughout the country. 

Third. A determination of the margins between the prices of cattle 
and dressed beef and the causes of their variations. This com])rises 
the movement of the margin for different qualities of cattle and beef, 
the differences in the margin for different packers and for different 
Daarkets, and the construction of tables showing the general movement 
<rf the margin for different markets and for the packing industry of 
the country as a whole, together with an examination of the effects 
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of the percentage of dressed beef to the total live weight and the value 
of by-products. 

The completeness and accuracy of the investigation of the prices of 
cattle and beef depends, first, on the character of the business, and, 
second, on the nature of the statistical records which can be obtained. 

The packing business presents great advantages and great difficulties 
in the analysis of prices. On the one hand the business is concentrated 
to a large extent in the control of a few large concerns and at a few 
points, while on the other hand the raw material, namely, cattle, and 
the chief product, namely, beef, show a variation in quality and value 
according to a great number of circumstances. 

The material for the determination of the prices of these commodi- 
ties and the analysis of them is derived from several sources. First 
in completeness, accuracy, and importance are the statistics of the 
business of the packers obtained from their accounts. The cattle-kill- 
ing records show generally the numbers and weights of cattle killed, 
the live cost, the conventional "dressed cost," and, in some cases, 
additional material of importance concerning the quality and value of 
the cattle in the per cent of beef per hundredweight, and the weights 
and values of hides, fats, and other by-products. These figures cover 
sometimes the whole business and all kinds of cattle, sometimes par- 
ticular kinds of cattle are distinguished also; sometimes on account of 
the absence of totals it was found necessarv to confine the statistics to 
selected typical days. For dressed beef the records show generally 
only the " dressed cost," the weight, and the price per hundredweight. 
The tables cover for certain packers the sales of all beef; but besides 
these the average prices for individual markets have been obtained 
from these packers and from others also for the business of particular 
places or particular concerns located therein. The records for indi- 
vidual markets are unsatisfactory in not showing the relation between 
the beef price and the original cattle price; this is due to the charac- 
ter of the bookkeeping methods of the packers and to their reluctance 
to reveal to their rivals or to the public the exact distribution of their 
products. 

Sources of statistical information of value are found in a nimaber of 
Government publications. Among these may be mentioned particu- 
larly the reports of the Bureau of Animal Industry, respecting the 
number of cattle inspected at slaughter, the reports of the same 
Bureau and of the Bureau of Statistics of the Department of Com- 
merce and Labor respecting the receipts and shipments of cattle at 
certain stockyards, the exports and imports of cattle and dressed beef, 
and the reports of the Census respecting the statistics of cattle-raising 
and beef production. Statistical information of value is furnished 
also by semiofficial organizations and public corporations, such as 
boards of trade and stockyard companies, concerning the movement 
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and prices of cattle and beef. The trade journals for the live stock 
and provision industries, as well as the daily press, furuinh useful 
records of movements and prices. They also supply valuable criti- 
cisms of the markets for cattle and })eef and the geneml conditions of 
the packing industry and other industries intimately connected with 
it. Finally, information of value has been obtained by the Bureau of 
Corporations from answers to circulars of inquiry sent to parties 
interested in or concerned with the industries of cattle raising, ))oef 
packing, and beef selling, and hv oral statements made to its officers 
and agents. 

I. CATTLE PRICES. 

• 

Section 1. Description and classification of cattle. — A necessary 
preliminary to the discussion of the movement of cattle prices is a 
description of the commodity. Beef cattle coming upon the western 
markets present a considerable variety as a merchantable article, 
depending chiefly on breed, grade, weight, and conditions of age 
and sex. 

The principal breeds, if they may be called such, are known to 
the trade as Native, Western, and Texan, and these are further distin- 
guished as to the place of fattening for market, and, to some extent, 
according to the character of the feed on which they have been pre- 
pared. The Native beeves include those bred and reared in the agri- 
cultural region of the Middle West, where the great packing plants 
are located. They are, generally speaking, fattened on corn, and 
characterized as cattle of superior breed, with the accompanying quali- 
ties of large size and good quality of meat. The Westerns are cattle 
bred in the grazing States of the West and Northwest They are 
largely of the same stock as the Native at the present day, but dp not 
class so high on the average. The principal difference is in the condi- 
tions of preparation for the market. The Texans are the cattle from 
the ranges of Texas, or sometimes cattle from below the quarantine line. 
They are characterized in general by an inferiority in breed, which is 
manifested outwardly in their lighter structure and in the kind of beef 
produced from them, which is of a poor quality. The Western and 
Texan cattle are further distinguished as to the method of preparation. 
Some are fattened on grass in the summer and sent to market 
(Grassers), but many of them are sent to feeding farms in the central 
agricultural region and are fattened on corn, hay, cotton-seed meal, 
alfalfa, and other feeds. The corn-fed Texan or the corn-fed Western 
which has been brought to the corn belt for feeding is often quite 
indistinguishable from the Native, and may be sold as such in the mar- 
ket. The distinction between Texans and Westerns is particularly 
elusive when the former have run for several years on northern 
ranges. Such cattle are often given a hyphenated name, e. g., Mon- 
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tana-Texans, Wyoming-Texans, etc. The difficulty that exists in dis- 
tinguishing corn-fed Westerns from Natives in certain cases is even 
more pronounced. Western cattle are properly range cattle from 
the region west of the Missouri and north of the southern boundary 
line of Kansas. They include all grass cattle from that region. A 
good many of the cattle called Westerns in the trade are really corn- 
fed; sometimes, being fed on hay and alfalfa instead of corn, they 
are described as hay-fed Westerns. The western cattle fattened on the 
range are sometimes confused with Natives. A striking example is 
the variety sometimes called Dakota Natives, which are really range 
cattle that come from Dakota but which originated in Texas, This 
variety is practically identical with the so-called Branded Natives (i. e., 
butt-branded, instead of side-branded). These cattle have acquired 
the name of Native cattle simply because of their superior quality, 
which is due to the nutritious character of the Dakota range. As a 
general rule Native cattle are prepared on corn or some equivalent 
feed, but sometimes they are prepared on grass, and hence arises the 
term Native Grassers. 

The existence of such distinctions in the varieties of cattle coming 
to market, which, moreover, correspond to differences in market value, 
naturally complicates the problem of determining the coui*se of cattle 
prices and the relation of cattle prices to beef prices. But the diffi- 
culty does not end here. In the accounts of the beef packers and 
other buyers and sellers of cattle the terms are used in a rather lax 
way, and not only do different concerns use these terms differently, 
but it is to be feared that they are not always consistent with them- 
selves. It is impossible, therefore, to attempt to do much more than 
to separate Texans and Westerns from Natives. But even here it must 
be recognized that there is unquestionably a decided difference in the 
classifications adopted, and that for some concerns Natives comprise 
all fed cattle, although they may have been raised on the ranches and 
ranges of the Far West and Southwest. Hence some Western and 
Texan fed stock gets into the Native class and affects its price move- 
ment, while the Texan and Western price figures not only include the 
stock direct from the ranches and ranges, but also in the case of certain 
concerns some that has been corn fed. 

Sex and age form another important distinction in respect to the 
value and price of cattle. The principal classes to be noted are steers, 
stags, bulls, cows, and heifers. Steers form the great bulk of the 
cattle slaughtered for dressed beef. There are large numbers of bulls, 
cows, and heifers killed, but much of this stock goes for the produc- 
tion of other beef products than dressed beef. So far as they are used 
for dressed-beef production, their number is quite variable accord- 
ing to different seasons, different packers, etc. Steers have a higher 
average value than the other sorts mentioned. The term yearling is 
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generally applied to yearling steers, which arc used for the production 
of so-called baby-beef, a commodity of high quality. Bulls and cows 
used for breeding, when finally sent to market, are inferior for dressed- 
beef production. Bulls are demanded especially for sausage and sim- 
ilar products. Cows are largely used as cutters and canners, though 
the number used for dressed beef is far too considerable to ho. ignored. 
Heifers are superior in quality to cows, and are mostly used for dressed 
beef. 

The distinctions as to grade vary, but may be stated broadly as fol- 
lows: Prime, choice, good, medium, rough. Above prime the grade 
described as fancy might l)e noted, but that is not a grade that affects 
large numbers. Prime and choice represent the high grades in the 
quality of beef, the difference consisting chiefly in the i)erfoction of 
the development. To a large extent theTexans come under the lowest 
grade, but this grade includes even some of the Native stock. The 
Westerns vary from the lowest to the highest grades. 

Classifications according to grade frequently appear in the price 
records of trade journals, but they are not used in the purchase records 
of the packers to any considerable extent, though of course the buyer 
has this factor in mind in making his offer. Grade of cattle affects 
not only the amount of beef to be obtained from a steer of a certain 
weight, but also its quality. As these grades are not specified in the 
purchase records, they can only be inferred from the differences in 
prices where the other characteristics appear to be substantially the 
same, or from the dressing percentage and yield of fat where these 
are also given. 

The better grades of cattle, as has been already intimated, are 
slaughtered for the production of dressed beef suibible for shipment; 
the poorer sorts go partly to local small butchers ('M)utchor stock"), 
but more particularly for canned and cured moats. Cattle used for 
the last purpose are denominated "canners" and have practically little 
relation to the dressed-beef trade. They are distinguished by some 
packers from other cattle purchases, e. g., Armour & Co. and Swift & 
Co., but this is not true in the case of Morris & Co., the Hammond Co. , 
or Cudahy Packing Company. Cattle used for curing are usually called 
"cutters." The best cuts from both "cutters" and "canners" are 
usually sold as fresh beef, either refrigerated or frozen. Another 
grade that is often distinguished is export cattle, the same term being 
applied whether they are shipped alive or dressed. These are the best, 
or nearly the best, Native steers of the market. The export trade is 
most profitable when the better grades are shipped, because, the cost 
of transportation being the same for low and high grade cattle or 
beef, the latter can be sent farther than the former, and yet show an 
equally large margin of profit. As a matter of fact high grade cor- 
responds to a large extent with heavy weight, because heavier cattle 
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are generally fatter and more tender and give a higher percentage of 
beef. Export cattle, therefore, are heavier than the average of Native 
steers. 

Weight forms another basis of price discrimination. Although beef 
cattle are bought by the pound or hundredweight, the weight of the 
individual animal is important in determining the size of the cuts, the 
proportion of beef, the proportion of fat, and the quality of the beef. 
Formerly cattle of 1,500 pounds or more were regarded as the proper 
sort for prime beef cattle, but the tendency to-day is toward a lighter 
and handier animal. Baby-beef is obtained from light-weight yearling 
steers, but it is of prime quality. In general, however, heavier cattle 
command higher prices. 

When these various distinctions are taken together, there are a great 
many possible variations in the value of cattle, but, as a matter of fact, 
these do not all appear in the records of purchase and sale. Neverthe- 
less, an examination of the actual records will show a considerable num- 
ber of combinations in which sort, sex, age, and average weight appear 
in the description of the cattle, while more specific qualities can only 
be inferred from the price, or from dressing results and dressed cost.*" 

Fortunately a good many of these distinctions may be safely ignored, 
or at least maybe reduced to a smaller number of more general classes. 
Generally speaking, it appears suflScient to discriminate between 
Natives, Westerns, and Texans on the one hand, and steers, stags, 
bulls, cows, and heifers on the other hand. Steers should be distin- 
guished according to origin, but it is not so important to make the 
same discrimination with respect to stags and bulls or cows and heifers. 

The various grades of cattle have value and are distinguished chiefly 
with regard to beef -producing qualities; i. e., the weight and quality 
of beef and price of beef expected to be obtained determines chiefly 
the value of the live animal. A further consideration, however, is 
the value of the by-product material to be obtained from the carcass. 
The different circumstances regarding the raising and feeding of cat- 
tle, enumerated above, enter in in varying proportions to determine 

« The following list of entries of the kinds of cattle killed, taken from the records 
of the Hammond plant in St. Josei)h, shows what distinctions are sometimes made 
with respect to sort, sex, condition, and age. Some of the terms here are practically 
for the same classes: 

The Hammond Company, St. Joseph — Kinds of stock killed as described in Cattle 

Purchase Records. 



1. Native steers. 


9. Western steers. 


17. Steers. 


2. Yearlings, baby beef. 

3. Branded Natives. 


10. Corn-fed Westerns. 


18. Cows. 


11. Fed Westerns. 


19. Rangers. 


4. Branded. 


12. Texan steers. 


20. Range cows 


6. Native heifers. 


13. Fed Texas. 


21. Hay fed. 

22. Fed. 


6. Heifers. 


14. Texan heifers. 


7. Colorado heifers. 


15. Texan cows. 




8. Westerns. 


16. Stags. 
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(1) dressing weight, (2) utility for by-products, and (3) quality of meat. 

A Texas steer will dress lower on an average than a Native steer, 

while his hide will be woilh more per pound than hides from other 

cattle; he will have a lower proportion of useful fats and a greater 

proportion of offal of relatively small value, and, finally, he will 

furnish a poorer quality of meat. Similar differences exist })etween 

Native steers and Native cows, between light Native steers and heavy 

Native steers, between young Native steers and mature Native steers, 

etc. It is not so evident just what would be the relation of advantage 

and disadvantage between a Texas steer and a Native cow or a Texas 

steer and a Native heifer. Similarly, the balance of advantages or dis 

. advantages between bulls and cows of different sorts is not so evident 

nor for various other comparisons that might be made. 

Section 2. Sources of supply. — The source of supply of cattle, 
especially in relation to the chief markets for live stock, has an 
important relation to the movement of cattle prices. 

The regions of supply may be grouped in three divisions, corre- 
sponding roughly to the conditions of stock raising. 

(1) The most important region is the Middle West, in the vicinity 
of the great packing centers, the region where stock is prepared for 
market almost wholly on corn or equivalent feeds. The cattle bred 
in this part of the country are mostly the so-called Native cattle. 
The neat-cattle shipments to seven principal markets for 1902 from 
the chief States which comprise this region were estimated as follows:^ 

Iowa 1,224,332 

Miasouri 805 , 099 

Kansas 1,384,716 

Nebraska 718,922 

^: Minnesota 344,629 

Illinois 742,262 

Indiana 112, 494 

Wisconsin 256, 683 

Total 5,589,127 

Only the important States are included in the above table. It 
should be noted also that the figures here and in the two succeeding 
tables apply to shipments of live stock which include stockers and 
feeders, and hence are not identical with shipments to the slaughter 
market. 

(2) The ranch and range country of the West and Far West, where 
cattle are to a large extent fattened on grass, and where the so-called 
Western cattle are bred and prepared. The neat-cattle shipments, 

*Tlie data for the following tables were obtained from a table prepared by Mr. 
Kenyon, manager of the Omaha Stock Yards Company, for the Interstate Commerce 
Commission, 



92 THE BEEF INDU8TBY. 

including stockers and feeders, to seven principal markets for : 
were estimated as follows: 

South Dakota 361 

Colorado 23( 

Wyoming 17i 

Montana 2(M 

North Dakota 121 

Total l,10i 

(3) The southern ranch and rapge country, where the condition 
production are similar to those df the West, but diflferentiated sc 
what by season and, to some extent, particularly for Texas, by a 
f erent type of cattle. The neat-cattle shipments to the seven princ 
markets for 1902 were estimated as follows: 

Indian Territory 521 

Oklahoma 21^ 

Texas 86] 

New Mexico 6^ 

Total 1,661 

These figures can not betaken to represent very closely either the 
ative number of cattle bred in different sections of the country or 
number prepared for market. Many cattle shipped from Texas 
other southern points are destined to northwestern ranches, either t 
fattened on grass or to be turned out for a time and then shippe< 
the corn-raising States for preparation. Many of the cattle bre 
the more western States are shipped to the corn belt for the same ; 
pose. Finally, the shipments from the corn-growing States are no 
of prepared cattle. Many stockmen are engaged in the bree< 
industry exclusively and ship their cattle to market as stockers 
feeders. The figures given above purport to show simply the nun 
shipped to seven of the principal cattle markets, and include, th 
fore, many stockers and feeders from all three regions, and gre 
exceed the number actually slaughtered in that year at those mart 
The total number shipped from the States enumerated above 
9,383,729, while the estimated number of cattle slaughtered (sui 
differences of receipts and shipments) was 5,055,660.^ 

In the tables given above the cattle supply is distinguished sin 
according to origin of shipment. It is also important to compare 
consider the destinations of the shipments from the different Stj 
As would be expected, it appears from such an analysis that the a 
from different sections of the country tend to find their destinatic 
particular markets. Thus cattle from the Northwest tend to be 
to a very large extent in Chicago, while cattle from the South 

« Chicago, Kansas City, East St. Louis, Omaha, St. Joseph, St. Paul, Sioux Git 
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Southwest come to Kansas City and St. Louis. Cattle from the cen- 
tral part of the territory east of the Missouri River naturally are sold 
to a large extent at the Missouri River markets. The Native stock of 
the com belt finds its market according to the comparative advantages 
of freights and prices. The high prices of Chicago attract a large pro- 
portion of the Iowa stock, and some also from Nebraska and Kansas, 
while the Missouri cattle are sent not only in large quantities to Chi- 
cago, but also in considerable numbers to St. Louis, St. Joseph, and 
Kansas City. Wisconsin and Illinois cattle are naturally sold in the 
Chicago market, while for a like reason most of the Kansas product 
goes to Kansas City. The following tables, compiled from the same 
data used above, give the number of cattle shipped to each market 
from each State (excluding all below 50,000): 

SJdpments of cattle and calves to the Chicago market in 190£. 

Iowa.-.»- 977,193 

Missouri '. 223,440 

South Dakota 157,878 

Minnesota 119,343 

Illinois 665,133 

Indiana 112,329 

Wisconsin 234,486 

Montana.... 132,006 

Total :. 2,621,808 

Nebraska 52,962 

Texas 73,794 

North Dakota 52,920 

Other States 122,640 

Grand total 2,924,124 

The total number shipped to the Chicago market was 2,924,124, of 
which eight States (each sending not less than 100,000) provided 2,621- 
808, or 90 per cent of the grand total. Iowa is the greatest feeder of 
i beef cattle for the Chicago market, and Illinois is second. It will be 
observed that Chicago gets very considerable supplies from the 
Borthwest tier of States, viz, Wisconsin, Minnesota, and Montana, 
while there are few cattle coming directly from the South and 
Southwest. 

Shipments of cattle and calves to the Kansas (My market in 1902. 

MisBOuri 182,727 

Kansas 1,166,121 

Indian Territory 203,421 

Oklahoma.... 182,441 

Texas .^ 313,729 

Total 2,048,439 

Cokwado 96,713 

Overstates 128,423 

Grand total ^,*n^,^l^ 

a J>oc 382, 58-3 9 
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including stockers and feeders, to seven pri»* .>'',x'^' -^3273,575, of 

were estimated as follows: ,. ; :^<'^^^^ }0^^^^ 

' '\ \<2^ gra»d total. The 
South Dakota .^':^i^(i8KELjms, and next to 

Colorado '•■•'^ ^ r • xu* 

„, . . V Site of Iowa IS as near this 

Wyoming -^-i^ r^ -wr ^. 

Montana ;." >,X;;> thfit ^ate to Kansas City 

North Dakota ' '^i^^^gorkQt draw anything from the 



Total 









*" (m^ meerket in 1902, 



(3) The south'- .-' ^/'^ 

J i . 1- i^-^-' 115, 347 

production are ^. • .. - .^20,831 

whatbyseas*^ . .;;.•'',. 13:^,7^5 

ferenttype 

markets * -..• . ' 



;.."" 769,943 

'•;'.' '\. .-•"".'. 94,502 

IndianT i* ••''/.- ""/-"""V. 146,370 

Oklahf / .- -' ..'••' 

Te«- ,.-^;--;' 1'01°'815 

lif*^ ' flieflfcs ^^ ^^ Omaha market were 1,010,815, of which 

^ ^ sending not less than 100,000 head) provided 769,913, 

JJ^^ t ot the grand total. Nebraska is the chief source of 

^^P^^ ^hA Omaha market, and Wyoming, an almost purely range 

Bt^ML 15 second. 

^ Shipments to the St. Louis market in 1902, 

189,072 

^!i^T^*^"^ ^'^'^-^ 

JU**" 389,414 

tes^ 

Total 848,511 

^fl 63, 365 

Sfl-' 76,196 

^therStotee m, ^^^ 

Grand total 1, 099, 235 

The total shipments to the St. Louis market were 1,099,235, of 
which three States and Territories (each sending not less than 100,000), 
provided 848,511, or 77 per cent of the grand total. The chief source 
of supply for this market is Texas, and Indian Territory is second. 
The major part of the St. Louis supply comes from the South. 

Shij}inent}< to the St. Joi^cph mxtrket hi 19fL\ 

Missouri 173,3a'> 

Kansas 100, 870 

Total 274,175 

Nebraska 65, 079 

Other States 178,140 

Grand total 517,394 



\ 

\ 
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The shipments to the St. Joseph market were 517,394, of which two 
\tes (each sending not less than 100,000 head) sent 274,175, or 53 
t^ent of the total. 

Shipments to the Sioux City market in 190£. 
Dakota 158,637 

t 72,597 

.linnesota 54, 130 

Other States 99,398 

Total 384,762 

The shipments to Sioux City were 384,762, of which one State, 
South Dakota, contributed 41 per cent of the total, and only three 
other States over 50,000. 

Shipments to the St. Paul market in 1902, 

Minnesota 161,423 

Montana 50,653 

North Dakota 56,135 

Other States 32,407 

Total 300,618 

The shipments to the St. Paul market were 300,618, of which one 
State, Minnesota, contributed 54 per cent of the total, and only three 
other States over 50,000. 

For reasons already stated above, the figures regarding the supply 
of cattle in the foregoing statement are not in a proper form to repre- 
sent the movement of cattle in relation to slaughter nor are such data 
available. Only an approximate idea can be obtained. Certain facts 
are, nevertheless, clearly demonstrated. For example, it is clear that 
the amount of grass-fed stock from the ranches and ranges of the 
West and South is comparatively small. The Texan cattle, so far as 
they come direct to the slaughter points from Texas, are relatively 
few, and the number slaughtered is much smaller than the number 
shipped. Corroborative evidence as to the movement of cattle, but of 
less definite character as respects points of origin and destination, is 
found in the statistics of the receipts and shipments of different rail- 
roads at the most important cattle markets, as given in the various 
stock-yard annuals. These figures include receipts and shipments of 
stockers and feeders. In the case of the Missouri River points it is 
safe to say that a large part of the shipments east from those points 
consist of stockers and feeders. For example, in the case of Kansas 
City, the Bock Island Railroad, eastern division, shows receipts of 
7,283 and shipments of 30,888 head. Similarly the Santa Fe shows 
receipts of 15,962 and shipments of 100,228. 

Imports of live stock into the United States are not very important. 
The figures for 1902 were as follows: 

Mexico 59,541 

Canada 35,736 

AU countries ^.<^*n 
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The total shipments to the Kansas City market were 2,278,575, of 
which five States and Territories (each sending not less thai;! 100,000 
head) provided 2,048,439, or 90 per cent of the grand total. The 
chief feeding State for the Kansas City market is Kansas, and next to 
that Texas. Although the great feeding State of Iowa is as near this 
market as Chicago, the shipments from that State to Kansas City 
are insignificant; neither does this market draw anything from the 
Northwest. 

Shipments to thi Omaha market in 190S. 

Iowa : 115,347 

Nebraska 520,831 

Wyoming 133, 766 

Total 769,943 

Colorado 94,502 

Other States 146,370 

Grand total 1,010,815 

The total shipments to the Omaha market were 1,010,815, of which 
three States (each sending not less than 100,000 head) provided 769,94:3, 
CO* 76 per cent of the grand total. Nebraska is the chief source of 
supply for the Omaha market, and Wyoming, an almost purely range 
country, is second. 

Shipments to the St. Louis market in 1902. 

Missouri 189,072 

Indian Territory 270, 025 

Texas 389,414 

Total 848,511 

Kansas 63,366 

Illinois 76,196 

Other States 111,163 

Grand total 1, 099, 235 

The total shipments to the St. Louis market were 1,099,235, of 
which three States and Territories (each sending not less than 100,000), 
provided 848,511, or 77 per cent of the grand total. The chief source 
of supply for this market is Texas, and Indian Territory is second. 
The major part of the St. Louis supply comes from the South. 

Shipments to the St. Joseph market in 1902. 

Missouri 173,305 

Kansas 100,870 

Total 274,175 

Nebraska 65,079 

Other States 178,140 

Gmnd total 517,394 
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The shipments to the St. Joseph market were 517,394, of which two 
States (each sending not less than 100,000 head) sent 274,175, or 53 
per cent of the total. 

Shipments to the Sioux (My market in 190£. 
South Dakota 158,637 

Iowa 72,597 

Minnesota 54, 130 

Other States 99,398 

Total 384,762 

The shipments to Sioux City were 384,762, of which one State, 
South Dakota, contributed 41 per cent of the total, and only three 
other States over 50,000. 

Shipments to the St. Paul market in 1902, 

Minnesota 161 , 423 

Montana 50,653 

North Dakota 56,135 

Other States 32,407 

Total 300,618 

The shipments to the St. Paul market were 300,618, of which one 
State, Minnesota, contributed 54 per cent of the total, and only three 
other States over 50,000. 

For reasons already stated above, the figures regarding the supply 
of cattle in the foregoing statement are not in a proper form to repre- 
sent the movement of cattle in relation to slaughter nor are such data 
available. Only an approximate idea can be obtained. Certain facts 
are, nevertheless, clearly demonstrated. For example, it is clear that 
the amount of grass-fed stock from the ranches and ranges of the 
West and South is comparatively small. The Texan cattle, so far as 
they come direct to the slaughter points from Texas, are relatively 
few, and the number slaughtered is much smaller than the number 
^pped. Corroborative evidence as to the movement of cattle, but of 
less definite character as respects points of origin and destination, is 
found in the statistics of the receipts and shipments of different rail- 
roads at the most important cattle markets, as given in the various 
stock-yard annuals. These figures include receipts and shipments of 
stockers and feeders. In the case of the Missouri River points it is 
safe to say that a large part of the shipments east from those points 
consist of stockers and feeders. For example, in the case of Eiinsas 
City, the Rook Island Railroad, eastern division, shows receipts of 
7,233 and shipments of 30,888 head. Similarly the Santa Fe shows 
receipts of 15,962 and shipments of 100,228. 

Imports of live stock into the United States are not very important. 

The figures for 1902 were as follows: 

Hexico 59,541 

Canada ^^,nm 

^oountries - ^^,^"2:1 
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Very few of the cattle appeared in the beef -cattle market as original 
shipments from foreign countries. Most, if not all of them, not 
imported as breeders were doubtless fed in the United States and 
appear in the shipping statistics given above. 

Section 3. Markets of final sale and slaughter. — The prices of 
cattle bear a direct relation to the markets in which they are sold and 
the location of the packing business. In considering the regions of 
supply some account has been taken of the principal markets. This 
subject requires at this point, however, a more particular consideration. 

In 1900 the census counted 921 wholesale slaughtering establish- 
ments, but only a few of these were of material consequence to the meat 
industry as a whole. ^ About 70 per cent of all the beef cattle slaugh- 
tered and counted in the census was slaughtered in Chicago, Kansas 
City, Omaha, St. Joseph, and East St. Louis. According to the figures 
of the Agricultural Department for 1903 the total number of beef cat- 
tle passed at inspection was 6,297,928, of which 79 per cent was killed 
in the 5 chief slaughter centers in the following numbers: 

Chicago & 2,164,412 

Kansas City , 1,003,029 

Omaha '. 728,374 

St. Louis and National Stock Yards 680, 795 

St. Joseph 398,042 

Total 4,974,662 

These cities are all located in the Middle West. The most important 
of the other slaughter places are New York, Fort Worth, and Indian- 
apolis, where production on the same basis is only about 11 per cent 
of the total and in detail is as follows: 

New York (including Jersey City) 371,266 

Fort Worth 225,688 

Indianapolis 121, 628 

Total 718,582 

New York slaughters a good many cattle brought from the Middle 
West and Fort Worth slaughters Texan cattle. Indianapolis might be 
grouped with the five great packing centers so far as character of 
business is concerned, but the quantity is too small to bring it in that 
class, as is the case also with many other small western packing points, 
such as St. Paul, Sioux City, and Milwaukee. There are 12 cities 
which killed between 20,000 and 70,000 cattle distributed at various 
points from Boston in the East to San Francisco in the West. Their 
total slaughter passed at inspection was 523,571 beef cattle. There 
were finally 19 slaughter places killing less than 20,000 beef cattle in 
1903, at which the total inspections were 81,327. A considerable num- 

« Census, 1900, vol. ix, p. 422. 

& Includes 102,891 at Hammond to^^l Vi«.\i Year. 
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ber in the statistics of cattle killed at these smaller places, however, are 
not inspected and are not included. 

From this summary of the leading statistics of production of beef 
it is evident that the course of prices for the five great packing centers 
of the West must be characteristic of the movement of the whole 
country. 

The slaughter of cattle is not only confined to a large extent to a few 
great centers, but within those centers, as appears in Chapter III, the 
business is nearly all in the hands of six packers. 

The price of cattle for the chief cattle markets in the countr}'^ is 
reflected with substantial accuracy in the combined cattle prices of 
the chief packers. 

The prices of cattle are normally different in dijBferent localities. 
The reasons for this are various. In the first place, the prices of cat- 
tle tend to vary with the expense of production in the region supply- 
ing a given market. High values of land for agricultui'e tend to 
increase its cost for stock raising. Where, however, agriculture and 
stock liaising are pursued as complementary parts of the economy' of 
the farm, the high value of the land must be compared with the joint 
industries, and not with either one singl3\ The low price of Western 
cattle is not pimply due to low grade, but also to low cost. Another 
ground for normal diflferences in price in different markets is the cost 
of transportation. So large a proportion of the beef from cattle 
raised west of Chicago is consumed east of that city that the differ- 
ences in freight charges to eastern points affect prices by almost if 
not quite their full amount. 

Section 4. Principal circumstances affecting the price of 
cattle. — Preliminary to the presentation of the statistics of the price 
movement of cattle it is desirable that the circumstances that produce 
variations in them should be separately examined and their general 
significance determined. In considering these circumstances it is con- 
ducive to simplicity of treatment to group them under certain general 
heads. 

The principal circumstances affecting the price of cattle are as fol- 
lows: (1) Cost of production; (2) quality; (3) supply; (4) market. Under 
each of these heads there are numerous conditions to be considered, 
and generally these conditions occur under several of them. For 
example, the question of the breed of cattle is one that affects the cost 
of production, the quality, the supply, and the price of cattle in any 
given market. So, again, the age and sex affect the cost of produc- 
tion and the quality, while the weight affects the quality, the supply, 
etc. 

1. Cost of produ<ition. — The cost of production has an influence of a 
primary sort on the movement of normal prices, and, whatever may 
betheeicact limits on competition in the purchase ot e«ilW^^t\i^\^\^ 
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no doubt that the cost of production, though it by no means determines, 
has much the same influence on cattle prices as in the general run of 
industries. Satisfactory data are not available to determine the cost of 
production at any given time, much less to determine the changes of 
cost from year to year. However, from the point of view of the pack- 
ing industry and the relations of cattle and beef prices, the cost of pro- 
duction of cattle do not have to be investigated in great detail, nor 
with respect to remote factors. The more important circiunstances 
may be briefly noted, and those circumstances which lend themselves 
to quantitative statement (and for which data are obtainable) may be 
set forth in their chronological changes. 

In considering the cost of production of cattle shipped to packing 
points a general distinction should be made, first, between cattle pre- 
pared on grass and those prepared in feed lots, which corresponds in a 
very rough manner with the distinction between Western and Texan 
cattle on the one hand, and with the Native cattle of the corn States 
on the other. In the western ranch and range country the land is 
cheap; $10 per acre on unirrigated land is a high price in Colorado; 
$3 a high price in Texas. In the corn States, on the other hand, land 
may well cost sixty or seventy dollars or more per acre. Against 
this diflference in the cost of the land must be set a considerable 
difference in its powers of sustentation. I'hus, in Colorado and Texas 
10 acres of land of the kind cited above may be required to support 
one steer, while in Iowa land costing sixty or seventy dollars per 
acre may support two head per acre. Rentals in Texas are a few cents 
per acre, in Iowa a few dollars. 

Over against the low cost of land in the far West, as compared with 
the corn country, must be set the higher costs of transportation to the 
chief cattle markets. 

Table 28.— STATEMENT SHOWING RATES ON CATTLE, CARLOADS, FROM LEADING POINTS 

IN THE WEST, NORTHWEST, AND SOUTHWEST TO MISSOURI RIVER POINTS AND TO 

CHICAGO. 

[Rateii in cents per hundred pounds.] 



From- 



Amarillo, Tex 

Barstow, Tex 

San Antonio, Tex 

Woodward, Okla 

McAlester, Ind. T 

Greeley, Colo 

Eldorado, Kans 

Logan, Kans 

Kearney, Nebr 

Alliance, Nebr 

Belle Fourche, S. Dak. 
RapidCity, S. Dak.... 

Dickinson. N. Dak 

Helena, Mont 

Miles City, Mont 

Cheyenne, Wyo 

Laramie, Wyo 

Pocatello, Jaaho 



To Kansas City, Mo. 



1898. 



«0.28 

a. 47 

.45i 

.22 

.22 

.31 

&3S.00 

631.00 



1906, 
January. 



).34i 
.50i 
.51* 
.29i 
.31 
.38 
.14 
.15i 



To Omaha, Nebr. 



1898. 



b$32.00 

653.00 

.36 

.35 



.62i 



.31 
671.10 

.en 



1905, 
January. 



$0. 15i 
.27 
.36 
.35 



.621 



.33 

67L10 
6130.00 



To Chicago. 



1898. 



SO. 441 

a.68i 

.56} 



.36i 
.28} 
.37i 
.46 

.48 
.47 
.48 
.71 
.48 
.47 
.47 
.811 



1905, 
January. 



90.52} 
.66} 
.62} 



.311 

.851 

.371 

.46 

.48 

.47 

.48 

.71 

.48 

.48 

.48 

.75 



a January, 1899. 



bC«ocT%.\jfe. 
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An inspection of this table of railroad rates on cattle to some of the 
chief cattle markets illustrates the general significance of this element 
in the cost of production. Evidently railroad rates constitute a dis- 
tinctly subordinate element in the cost of producing and marketing 
cattle, because even for the longest hauls the rate does not form a large 
fraction of the whole cost. For example, the rate from Helena to 
Chicago is 71 cents; the average price paid b}' one of the large packers 
for western steers on the Chicago market was $3.62 in the second half 
year of 1903, when the prices were at the lowest; the mte in this case 
was less than one-fifth of the selling price, and it was- claimed that 
prices were below cost. Take again the rate from San Antonio to 
Chicago, which is 62f cents. The price of Texan steers, according to 
the records of the same packer, averaged $3.82 in the second half 
of 1903; hence the rate was less than one-sixth of the selling price, 
which was considered extremely low at that time. Most cattle are 
shipped to market from much nearer points, where the rates probably 
do not average over one-third of those given above. 

For any given market there is a wide variation in rates, depending 
chiefly on the length of the haul. Thus for the Kansas City market 
some Texas points pay as high as 51^^ cents, while for certain Kansas 
points given in the table it is only 14 cents. For the Omaha market 
the table shows a rate from a Nebmska point of only 15^ cents, and 
a rate from Helena, Mont., of ()2i cents. The points which pay 
high rates are generally those where land is comparatively cheap, 
which is presumably a rough compensation for the greater rate. 

While railroad rates form a small part of the total cost, this element 
is of great importance if the margin of profit of the cattleman becomes 
very small. Although there have been some changes in the railroad 
rates during the period under consideration (some indication of which 
is given in the above table), these changes in general are so small when 
compared with the total cost of cattle that they may be ignored in 
treating of prices. 

The investment of capital in herds is the other great cost of the 
cattle raiser, as distinguished from the cattle feeder. The relation 
between these two elements in investment is so various as to be hardly 
capable of generalization, from the material obtainable. With the 
disap'Jyearance of the free range the investment in cattle is often sur- 
passed by the investment in land, even in the ranch districts. This 
seems to be true, also, for the corn belt, so far as the grazing and pre- 
pared feed is supplied from the feeding farm. Though the land in 
the ranch country is low in value, the cattle grazed are low in value 
also. This is due partly to the fact that their average breed and 
quality is inferior to that of the cattle of the com belt, and further 
because the cost of the breeding stock and young cattle bought for 
fattening (so far as the quality is similar) is not ^o gT^«t\» ^•s*. vev ^^ 
corn belt 
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Another essential difference between the two kinds of cattle men- 
tioned above, namely, those prepared on grass and those prepared in 
feed lots, requires more particular notice. The first method is char- 
acteristic of the ranch country, the second method is characteristic of 
the corn belt. In the first case the cost of production consists chiefly 
of the cost of land and cattle; in the second, the cost of land can prac- 
tically be reduced to terms of corn, i. e., the cost of production 
depends on the cost of feeders and the cost of feed (corn and substi- 
tutes). There are no means available for getting a satisfactory repre- 
sentation of the general cost of production of cattle from the ranchers, 
which could be compared with the prices obtained. The costs have 
in some years been much below the price, and in other years have 
exceeded it. In geneitil it appears that costs of such cattle have been 
increasing in recent years, while the prices of cattle have fallen since 
1902. For feed-lot cattle, on the other hand, there are two fairly satis- 
factory indices of cost — (1) the cost of stockers and feeders and (2) the 
price of corn. In neither case are these data very satisfactory or pre- 
cise. The best quotations of the prices of stockers and feeders are 
probably those of the Chicago Stock Yard Annual, but they are given 
with a mnge of high and low, so that the mean must be taken. This 
probably fairly represents the average movement. Of course Chicago 
is only one of the great markets for stockers and feeders, while a great 
deal of stuff is bought direct from the breeding farms and ranches, and 
does not appear in any market quotation. Still such a great market 
as Chicago may be assumed to fairly represent the average movement 
of such prices, though not the average level. 

In considering the price of feeders in connection with the cost of 
production of beef cattle, it is essential to know what the significance 
of this factor is, i. e., what proportion of the total cost of beef cattle 
consists of the cost of feeders. The most satisfactory indication of 
this relation may be obtained from the actual bookkeeping figures of 
four large feeding farms in the corn belt near the Missouri. These 
figures cover about nine or ten thousand cattle marketed from 1901 to 
1904. According to the average of these accounts the cost of the 
feeder was about 45 per cent of the total cost of producing beef cattle. 

The process of feeding generally occupies from three to eight months, 
averaging, perhaps, about six months. Hence care must be observed 
in comparing the prices of feeders and matured cattle. Probably as 
fair a method as any to get the relation between the two would be to 
compare the first quarter of the year for feeders with the third quarter 
for finished cattle, and similarly for other seasons of the year. This 
solution is less satisfactory, however, because many are not sent at 
once to the feed lot, but turned out to grass, and do not appear in the 
market as beef cattle for perhaps a year after they were sold as feeders. 

The price of corn, as shown by the stock-exchange quotations, must 
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also be recognized to represent the movement of the market, and not 
the actual price or cost of feed, which is of course obtained to a large 
extent locally, at prices varying greatly according to location, the 
number of cattle fed there, quality of the corn, and the date of pur- 
chase. When it comes to comparing the price of com with the price 
of beef cattle, in studying the relation of cost of production and value, 
the same difficulty arises as with the price of feeders, namely, to deter- 
mine what periods should be compared. A considerable portion of 
the corn for feeding purposes is bought from time to time, as needed, 
and even large feeders are apt to run out of their stock before the 
next harvest. Hence the cost of production of cattle, so far as it 
depends on the cost of corn, is subjected to the variations of price of 
the corn market to some extent. As a general influence this is prob- 
ably most important at the end of the year. 

The actual practice of the large feeders seems to be to secure either 
by purchase or direct production a sufficient stock of corn at the har- 
vest period, when prices are lowest. On this basis it would seem that 
the price of corn in the autumn should be compared with the price of 
beef cattle when marketed. Some feeders buy their corn from time 
to time, as needed, and their costs for feed are subject to the fluctua- 
tions of the market price. This process seems to be more expensive, 
because it would appear from a study of the monthly price (luotations 
of corn that the advance in price in the spring generally somewliat 
exceeds the interest on the money invested in corn in the fall, even at 
the high rates prevailing in that line of investment. For example, if 
the price of corn in September is compared with the price of corn in 
June of the following year for the period 1898-1903 the annual price 
differences and percentage advances appear as follows: 



Year. 



September, 1896 
beptember, 1899 
September, 1900 
September, 1901 
September, 1902 



Septem- 
ber price.' 



Year. 



Cents. 
30.2 
33.1 
41,0 
66.9 
60.0 



June, 1899 
June, 1900 
June, 1901 
June, 1902 
June, 1903 . 



« Decrease, 



June 


Per cent 


price. 


advance. 


i'ents. 




34,4 


14 


40.4 


22 


42.7 


4 


66.3 


17 


50.0 


al7 



If the percentage advances for each year are taken separately and 
averaged, the average percentage increase in price is 7. 8 per cent. The 
period of time included is nine months. If, instead of taking the price 
of corn for September and June, the price for a three months' period 
J^e taken in each season, similar results are obtained: 
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Year. 


Average 
prlcie Sep- 
tember, 
October, 
and No- 
vember. 


Year. 


Average 
price 
April, 

May, and 
June. 


Per cent 
advance. 


September, October, itnd Novem- 
ber, 1898. 

September, October, and Novem- 
ber, 1899. 

September, October, and Novem- 
ber, 19100. 

September, October, and Novem- 
ber, 1901. 

Septen^l^r, October, and Novem- 
ber, 1902. 


Cents, 
31.4 

32.4 

40.8 

57.9 

57.7 


April. May. and June. 1899 


Cents. 
34.1 

39.4 

45.9 

62.9 

46.0 


9 


April. May. and June. 1900 


22 


April. May. and June. 1901 


13 


April. May. and June, 1902 


9 


April. May, and June, 1903 


a 20 







a Decrease. 



If the perc6iitage advAUrces for each year are taken separately and 
averaged, the average percentage increase in price is 6 per cent. The 
period of time included is seven months. 

In order to measure the importance of the factor of feeding in the 
total cost of producing beef cattle, the most practicable and the most 
trustworthy basis available is found in the information furnished by 
the books of certain large feeding farms. The following figures are 
from the actual costs of preparing beef cattle between the fall of 1900 
and summer of 1904 on the above-mentioned four feeding farms. 
Averaged, these accounts show the following results: 

Cost of feeding per head $36. 58 

Cost of coi'n feeding per head |22. 61 

Per cent of feeding to total cost 49 

Per cent of corn feeding to total cost 30 

The cost of corn, therefore, represents 30 per cent of the total cost 
of finished cattle. Taking this cost, together with the cost of feeders 
already estimated, these two factors account for 75 per cent of the 
total cost. The remainder is distributed among costs for other kinds 
of feed, labor, interest, freights, commissions, etc. 

If the feeder buys his corn in the fall, the cost of feeding depends 
chiefly on how long the period is before the corn is consumed, i. e., 
when the feeding period begins, and how long it lasts. Assuming that 
the majority of the feeders do procure their corn during the harvest 
period, the costs of feeding on the same stock of corn would be greater 
for those cattle marketed in the summer than for those marketed in 
the spring. Although a large part of the feeding is done on corn 
bought in the fall, there is a very considemble part that depends on 
current purchases at the current market prices, especially at the end of 
the crop year, and this seems to be true even among large feeders. 
But while the supply of corn tends to run short at that period of the 
year the need for it is also somewhat reduced by the opportunity fur- 
nished for grass feeding. It might seem probable that the price of 
corn and the price of feeders would tend to show invei'se movements, 
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i. e., if the price of corn advanced, feeding would become more expen- 
sive, and the price of feeders would decline, because, the profit in 
feeding being reduced, the demand for feeders would diminish. It is 
evident, however, that the price of beef cattle is even more important 
in determining the demand for feeders, and this may be forced up with 
the advance in the cost of feeding, in particular, with the advance in 
the price of corn. 

2. Supply of cattle, — One of the most important factors influencing 
the price of cattle is the supply. The source of the supply has been 
discussed above, and the chronological changes in supply will be dis- 
cussed later in the interpretation of the price movements. 

The general relations between an increase in supply and a fall in price 
of a commodity are sufficiently appreciated to make any particular 
illustration at this point superfluous. It is desirable, however, to 
point out that the supply depends not only on the number of cattle 
coming to market, but also on their average weight and their dressing 
quality, i. e., the amount of beef obtainable from the live animal. In 
the more detailed discussion of this subject, in connection with the 
price movement, the chronological changes will be fully treated. It 
is sufficient here to give as an illustration from the data here presented 
the fact that the estimated slaughter of cattle at the five principal 
packing points decreased in number in the second half of 1903 to 
2,891,505, as compared with 2,946,550 in the second half of 1902, but, 
owing to the fact that the average live weight was greater in the second 
half of 1903 than in the second half of 1902, the total live weight showed 
an increase to 3,171,980,000 pounds, as compared with 3,046,730,000 
pounds. If, further, the changes in dressing percentage be regarded, 
the improvement of the dressing percentage in the second half of 1903 
to 56.1 per cent, as compared with 54.7 per cent in the second half of 
1902, gave a still greater supply of dressed beef in the former period. 
If these dressing percentages were applied to the above estimate of 
total live weight, the supply on a dressed-weight basis would be rela- 
tively greater for the second half of 1903, viz, 1,779,480,780 pounds 
for the second half of 1903, as compared with 1,666,561,310 pounds 
for the second half of 1902. 

Another general fact of great importance in treating of the supply 
of cattle for the beef market is that it shows a very marked seasonal 
variation. The supply in the second half of the year is greater than 
the supply in the first half of the year. It averages in the five chief 
markets about 30 per cent more. This is counterbalanced to a slight 
extent by the fact that the weight is a little less and the dressing per- 
centage somewhat lower, but nevertheless the effective supply is 
probably over 20 per cent higher. The supply of cattle shows its 
seasonal form in the half-year periods, on account of the movement 
of the grass-fed cattle to market, especially from tVi^ \Mve\v wftft^ \s\x\^<i 
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countiy. This begins in the middle of the summer and continues 
until the beginning of the winter. 

The variations from month to month are very much greater than from 
year to year, but they have much less significance for the movement of 
prices. In the year 1902 the variation in the number of cattle shipped 
to market was over 100 per cent, taking the highest and lowest months. 
This was abnormal. A fluctuation of 50 per cent, however, is not 
rare. The fluctuations in supply for consecutive months are much 
less, 15 per cent being a large difference. 

There is, of course, a very great difference in the effect on prices 
between considerable monthly variations in supply and similar .varia- 
tions in supply for annual or semiannual periods. The former, even 
when considerable, produce only a moderate variation in price; the 
latter, when considerable, produce much greater variations. One 
important reason for this is that there is always a large potential sup- 
ply of cattle ready or nearly ready for market compared with the 
amount actually shipped that month, and a large number, therefore, 
can be rushed to market at a day's notice if the prices are suflSciently 
atti'active. On the other hand, when it comes to long periods there is 
no such elasticity in the supply. It takes some time to put cattle 
through such a course of preparation as makes them fit to put on the 
market. 

In order to illustrate this matter the following tabulation is made 
covering the most pronounced changes in supply and the correspond- 
ing changes in price in successive months in 1902 and 1903: 



Period. 


Change in supply. 


Change in price. 


1902. 
January to February 


Percent. 
21.5 decrease 


Percent. 
4.2 increase. 


April to May ^ 


13.9 decrease 


2.2 increase. 


June to July 


21.2 increase 


7.6 decrease. 


August to September 


27.6 increase 


7.7 decrease. 


October to November 


17.3 decrease 


1.5 decrease. 


1903. 
January to February 


15.6 decrease 


4.7 increase. 


April to May 


11.6 decrease 


3.9 decrease. 


June to July 


10.2 increase 


2.0 decrease. 


August to September 


15.7 increa.se 


3.5 decrease. 









In general, as would be expected, a decrease in supply is accom- 
panied by an increase in price, and vice versa. In the instances given 
above, nevertheless, it will be noted that this is not invariably the rule. 
The explanation of this fact is not easy to determine in a concrete case. 
At any rate it is evident that demand is not a constant factor, and if 
the demand fell off faster than the supply, prices would be expected 
to fall in spite of the relative scarcity, etc. It is not probable that 
this explanation would serve by itself for the price movements noted 
above from October to November, 1902, or from April to May, 1903. 
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Another cause which would tend to produce such results is variation 
in quality. The supply might decrease and yet a deterioration in 
quality might oflfset the greater scarcity of the commodity, and vice 
versa. No data are available sufficient to prove the applicability of 
this explanation in the above cases. It is not deemed probable, how- 
ever, that this fact alone would account for the changes observed^ 
above. 

If, now, the relations of movements of supply and price for annual 
periods are compared, it will be found that the changes in supply arc 
smaller than for monthly periods, while the changes in prices are 
greater. For the whole period, 1898 to 1902, the most notable varia- 
tions in supply were between 1901 and 1902, when there was a slight 
decline, and between 1902 and 1903, when there was the most marked 
increase. The changes in supply, and the corresponding changes in 
price in these two instances are shown in the following table: 



Period. 


Change in supply. 


Change in price. 


1901-2 


PerceTit. 
00.7 decrease 


Per cent. 
7.4 increase. 


vxm 


12.7 increase 


16.4 decrease. 











The different relation between changes in supply and price, accord- 
ing as monthly or annual periods are compared, is very striking. A 
very slight change from 1901 to 1902 was accompanied by a decided 
advance in the average price. The increase in supply between 1902 
and 1903, though not nearly so considerable as is frequently the case 
between successive months, produced a decline in prices fully twice as 
great as would have occurred in a monthly movement. It should be 
observed also that there was a deterioration of quality in 1902, which 
in itself tended to depress prices in 1902, while in 1903 there was an 
improvement in quality, which tended to raise them. In both cases, 
however, the factor of supply dominated the situation. 

One reason for this difference in the relation of supply and price for 
monthly and for annual movements, has been stated above, namely, j 
that the supply for short periods is very elastic, and can be consider- 
ably increased or diminished following a very slight influence from 
the side of prices (demand), while for annual periods the supply is not 
elastic, i. e. , if the breeders and feeders have not correctly prognosti- 
cated the future course of events, especially if circumstances beyond 
their control disappoint their plans of production, then the relation 
between supply and prices is likely to be such as to produce a decided / 
change in prices. The cause of chief importance here is undoubt- 
edly to be sought on the side of supply. The demand, taking one 
yearly period with another, is likely to be more stable, showing in 
general a small increase each year, due to increaaing po^\]AaX>\o\i. "Wv^ 
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supply, on the other hand, is largely governed by the speculations of 
cattle feeders, and by natural circumstances such as corn crop, drought, 
etc. , over which their means of control are limited. In the above com- 
parison it is noteworthy that a very slight decline between 1901 and 
1902 caused a considerable rise in prices. This, of course, should be 
considered in relation to the fact that the demand was slightly greater 
than in the preceding year. On the other hand, the extraordinary 
increase in supply between 1902 and 1903 probably caused a smaller 
decline in price than it otherwise would have done on accoimt of the 
increase in demand due to increase of population. 

3. Quality of ieef cattle. — The price of beef cattle is affected in an 
important degree by variations in quality. The quality of beef cattle 
is not so easily determined as that of some commodities. The buyer 
has only the live animal to judge by, and the factors that enter into 
the question are numerous and complex. Among the important ele- 
ments which determine the quality of beef cattle are breed, age, and 
sex, weight, hide, fat, dressing percentage, feed, season, etc. 

Breed. — Probably the factor of greatest weight in determining the 
quality of beef cattle is the nature of the breed. Here of course 
there are wide differences and an infinite number of intermediate vari- 
ations. Fancy stock brings a fancy price. A prominent commission 
house advertises the fact that it sold a carload of Aberdeen Angus 
beeves, of an average weight of 1,402 pounds, at $15.50 per hundred- 
weight. (Dec. 6, 1900.) Some cattle are so poor that they are not 
used in the dressed-beef business, but are slaughtered for the canning 
factory. But even dressed-beef cattle of low grade, especially Texans, 
often show a bunch price below $2.50 per hundredweight. Leaving 
out the extraordinary variations in quality, it is still important to con- 
sider the ordinary variations which affect large numbers of cattle and 
thus enter materially into the average price of all cattle. The com- 
parison of the average prices of Western and Texan cattle with Native 
cattle indicates, in a general and crude way, a difference in quality, 
which to a large extent is unquestionably due to a difference in the 
breeds. In this respect, however, it must be understood that the 
range cattle are improving, and the sharp distinction in breed that 
once prevailed is rapidly disappearing. For this reason cattle bred 
on the range in Texas and elsewhere, if they are prepared under con- 
ditions like those under which Native cattle are prepared, may often 
be hardly distinguishable from them, and sometimes, indeed, thej'^ may 
be of a quality superior to ordinary grades. 

The following table of the prices paid by one of the leading packers 
at Chicago shows, in a general way, the relation of prices for Native, 
Western, and Texan steers in 1902 and 1903: 
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Table 29.— PRICES PAID FOR STEERS 3Y A LEADING PACKER AT CHICAGO, 1902 AND 

1908.a 









1902. 










1908. 






Native. 


Western. 


Tex 

• 


an. 

1 

f4.62 
5.08 
5.43 
5.73 
5.85 
5.87 


Native. 


Western. 


Texan. 


Month. 


• 


8 




8 

E 


'^ 

1,173 
1,188 
1,200 
1,213 
1,215 
1,228 


• 

E 


A 


• 

£ 


A 

.A. 

1,009 

1,008 

956 

1,025 

889 

963 


• 

1 


January 


1,119 
1,146 
1,195 
1,170 
1,186 
1,173 


$5.87 
5.49 
5.97 
6.39 
6.69 
6.87 


957 

1,007 

075 

957 

1,024 

1,051 


94.54 
4.47 
4.62 
4.88 
4.76 
4.87 






94.07 


February 










4.06 


March 










4.20 


April 










4.41 


May 










4.14 


June 










4.22 














Average 


1,161 


6.07 






1,004 


5.45 


1,204 


4.71 






983 


4.15 












July 


1,149 
1,175 
1,147 
1,204 
1,196 
1,191 


6.82 
6.90 
6.87 
6.20 
5.26 
4.86 


1,179 
1,164 
1,154 
1,108 
1,127 
1,083 


95.65 
5.02 
4.51 
4.89 
4.22 
4.16 


1,004 
975 

972 
958 
941 


4.86 
4.22 
4.16 
3.96 
8.87 
4.05 


1,234 
1,243 
1,242 
1,253 
1,234 
1,194 


4.94 
5.00 
5.20 
5.07 
4.62 
4.40 






1,010 
1,043 
1,014 
960 
1,018 
l,a'>9 


4.15 


Aueust 


1,113 93.95 
1,122 3.80 
1,116 3.55 
1,093 3.40 
1,062 3.89 


8.97 


September 


3.73 


October 


3.83 


November 


3.68 


December 


8.44 






Average 


1,179 


5.90 


1,138 


4.60 


987 


4.38 


1,281 


4.86 


1,114 


3.66 


1,010 


3.82 



a This table is based on the prices of all dressed beef cattle of the respective classes. 



The table does not show Westerns in the first half of the year, the corn- 
fed Westerns being included in the Natives. The price of Texans, on the 
other hand, for the first half of each year represents chiefly fed cattle. 
In the second half year the prices of both Westerns and Texans must 
be understood to be for the most part for grass-fed cattle. The char- 
ad«ristic price of these classes is the price of the second half year. 
Comparing them with the prices of Native steers from July to Decem- 
ber, it will be noted that the prices of Natives ($5.90 for 1902 and 
$4.86 for 1903) are considerably higher than the prices of Westerns 
($4.60 for 1902 and $3.66 for 1903). The prices of Texans ($4.38 for 
1902 and $3.82 for 1903) are aLso inferior to the prices of Natives. In 
1902 the prices of Texans average 22 cents lower than Westerns and 
in 1903 they average 16 cents higher. For the purpose of comparing 
the value of Texan stock with Native stock the figures for the first 
half of each year in the above table have the advantage of eliminat- 
ing the difference in feeding methods because both are com fed. 
Otherwise, however, the price is not so representative, especially 
because the number of fed Texans is small. For the first half of the 
year the prices of Natives ($6.07 for 1902 and $4.71 for 1903) exceed 
Reprices of Texans ($6.46 for 1902 and $4.15 for 1905) by 62 cents 
and 56 cents per hundredweight. For the second half yea,r the dif- 
ferences are much greater ($1.52 for 1902 and $1.04 for 1903), showing 
that a part of the difference in price between Natives and Texans is due 
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to the different systems of feeding. For comparison with this t 
similar figures for another leading company are given below: 

Table 30.— AVERAGE PRICES PAID BY A LEADING PACKER AT KANSAS CITY.o 



Date. 



Apr. 1 . . 
June 2 . 
July I.. 
Aug. 5.. 
Sept. 2.. 
Sept. 30. 
Nov. 4.. 
Dec. 2 . . 



1902. 



Jan. 6 . 
Oct. 13. 
Nov. 3. 
Dec.l . 



1903. 



.Tan. 5 
Feb. 2 
Mar.l 
Apr. 5 



1904. 



Average. 



Native steers. 


Western steere. 


Texan ste< 


Weight. 


Price. 


Weight. 


Price. 


Weight. 


P 


1,017 
914 


^.94 
5.43 
6.05 
5.70 
5.65 
3.53 
3.13 
4.57 

4.13 
4.68 
4.67 
4.13 

4.27 
3.95 
4.07 
4.02 


1,049 


$5.51 


924 
955 
921 
906 
903 
890 
905 
1,201 

919 
844 
813 




1,110 








1,213 

1,152 

885 

880 

1,158 

930 
1,194 
1,295 
1,183 


1,112 


5.37 




905 

978 

1,080 

1,156 

1,136 

968 

1,010 

996 


3.70 
4.01 
4.12 

4.95 
3.60 
3.22 
3.19 

3.49 




1,133 
1,098 


1,022 

915 

1,114 




1,114 








1,081 


















4.62 




4.12 















a Based on killings of selected days. 

So far, in comparing the price of Natives with Westerns and Tex 
no attention has been paid to the question of weight. This, how€ 
is a very important factor. From the averages given in the Chit 
table of prices a marked difference appears in average weight, e 
for the second half of 1902 — Natives 1,231 pounds, Westerns 1,114, 
Texans 1,010. The question of weight has almost as much and o 
more importance in fixing the value of cattle than their breed, 
this question will presently be discussed. In the Kansas City ta 
given immediately above, the considerable influence of weigh 
prices of the different classes of cattle is evidenced in a marked deg 
On April 1, 1902, Native steers, averaging 1,017 pounds, were boi 
at an average price of $5.94; Western steers, averaging 1,048 pou 
at $5.51, and Texan steers, averaging 924 pounds, at $5.55. The n 
ber of cattle used as a basis is small and the example must be regai 
as an exceptional one. It is noticeable that the Texan steers, the 
lighter, cost more than the Westerns. On November 4, 1902, Na 
steers, averaging 880 pounds, cost on the average $3.13; Western ste 
averaging 978 pounds, cost $4.01, and Texan steers, averaging 
pounds, cost $3.85; the Texans, though only a little heavier than 
Natives, brought a very much higher price. On September 30, 1 
Native steers, averaging 885 pounds, cost $3.53; Western steers, a 
aging 905 pounds, cost $3.70; Texan steers, averaging 890 pounds, 
$3.23. In this case the Western steers, though only a little hea 
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than Natives, brought a distinctly higher price. These examples illus- 
trate the statement made above that Texan and Western cattle are 
often of a quality quite comparable with the Native steer. 

Obviously, the best way to get a general comparison of the prices of 
breeds is to eliminate weight as a factor of price variations by taking 
Native, Western, and Texan steers of the same weight groups. This 
was pi^actically done in some of the instances pointed out in the pre- 
ceding paragraph. The following table gives a comparison of the 
selling prices of Native and Western steel's for a large Chicago com- 
mission house, according to weight groups, for the first Monday in 
October, from 1898 to 1903. 

Table 31.— PRICES OF NATIVE AND WESTERN STEERS OF SIMILAR WEIGHTS FROM THE 
RECORDS OF A LEADING CHICAGO COMMISSION HOUSE, 1898-1908. « 





900-1,050. 


1,050-1,200. 

$4.93 
4.10 


1,200-1,350. 


1,360-1,500. 


1,500 plus. 


Oct 3. 1898: 

Native 




15.41 
4.32 


f5.68 
4.18 




Western 


$3.60 








Difference 




.83 


1.09 


1.50 










Oct 2, 1899: 

Native 


4.41 
4.45 


4.95 
4.26 


5.78 
4.43 


5.85 
4.82 




Western 








Difference 


—.04 


.70 


1.35 


1.03 








Oct 1, 1900: 

Native 




5.07 
4.16 


5.50 
4.37 


5.45 
4.43 


S5 70 


Western 


3.65 








Difference 




.91 


1.13 


1.02 










Oct 2, 1901: 

Native 


6.46 
3.69 


5.85 
4.33 


5.76 
4.61 


6.28 
6.10 


6.70 


Western 








Difference 


1.77 


1.52 


L15 


1.18 








Oct 6, 1902: 

Native 


6.65 








Western 


4.23 


4.90 














Difference 
























Oct 5, 1903: 

Native 


5.00 
2.98 


5.35 
3.27 


5.35 
3.57 


5.49 
8.&1 


B 67 


Western 


3 25 






Difference 


2.02 


2.08 


1.78 


1.85 


2 42 







Ayerage excess of natives, 1898-1903 $1 . 33 

ATerage excess of natives, 1901-1903 1. 75 



•This table is compiled from the bunch prices and for the total business of particular days. The 
55«e prices are classified according to the average bunch weight and constitute a simple average 
pnce. 

H. Doc. 382, 58-3 10 
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The following table makes a similar comparison of Native and West- 
ern steers bought by one of the leading packers at Chicago for the 
first Tuesday in October in 1901, 1902, and 1903: 

Table 32.— PRICES OF NATIVE AND WESTERN STEERS OF SIMILAR WEIGHTS, IN CHI- 
CAGO, FROM THE RECORDS OF A LEADING PACKER.a 



Oct. 1, IWl: 
Native.. 
Western 



Difference , 



Oct. 7, 1902: 
Native.. 
Western 



Difference 



Oct. 6, 1903: 
Native.. 
Western 



Difference 



900-1,060. 



S3. 25 
3.80 



.55 



6.23 
4.00 



2.23 



4.83 
3.08 



1.75 



1,050-1,200. 



$4.75 
3.99 



,76 



4.11 



4.73 
3.57 



L16 



1,200-1,350. 



$5.64 
4.76 



.88 



6.47 
5.21 



1.26 



5.36 
4.53 



.83 



1,350-1,500. 



$5.70 



7.07 
6.57 



.50 



1,500 plus. 



5.47 
5.42 



,05 



Average excess of natives $1.00 

a This table is compiled from the bunch prices and for the total business of particular days; the 
cattle prices are classified according to the average bunch weight and constitute a simple average 
price. 

The prices of the commission house previously given show an excess 
of price for Natives over Westerns of $1.33 for the simple average of 
all the comparisons made (1898-1903). If the last three dates (1901- 
1903) are compared the difference is $1.75. The packer's figures show 
a much smaller difference for similar dates (1901-1903), the average 
being only $1. 

This shows more clearly the considerable difference in quality sub- 
sisting between the two classes. Of course in this comparison the 
difference in feed is not accounted for, the Natives included being 
mostly corn-fed and the westerns grass-fed. 

These tables may be compared also with the general market quota- 
tions, which furnish approximations of the market prices in a more 
conveniently comparable form.* Goodall's Farmer and .Weekly 
Drovers' eTournal gives the following figures of Chicago prices for 
Native and Texas cattle: 

Table 33.— MARKET QUOTATIONS OF CATTLE PRICES AT CmCAGO, 1897-1903. 



Year. 


Native. 


Texas. 


Difference. 


1897 


S4.50 
4.65 
5.30 
5.15 
5.25 
6.20 
4.80 


f3.75 
4.05 
4.36 
4.20 
4.20 
4.80 
3.95 


10.75 


1898 


.60 


1899 


.96 


1900 


.95 


1901 


1.06 


1902 


L40 


1903 


.85 







This table shows the average price of Native cattle at a range consid- 
erably and constantly higher than Texan cattle. If the same weight 
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groups are compared, however, this difference largely disappeai's. 
The Native steer of 900 to 1,050 pounds weight may be compared most 
fairly with the Texan steer. 

Table 34.— MARKET QUOTATIONS OF CATTLE PPICES AT CHICAGO, 1897-1903. 



Year. 


Native 
(900-1,050 
pounds). 


Texan. 


Difference. 


1897 


»4.10 
4.80 
4.70 
4.70 
4.fiO 
6.06 
4.16 


«3.75 
4.06 
4.36 
4.20 
4.20 
4.80 
3.95 


10.35 


1898 


.26 


1899 


.36 


1900 


.60 


1901 


.30 


1902 


.26 


1903 


.20 







Weight, — Next to breed the most important circumstance influencing 

the quality and the price of cattle is the weight. Cattle are bought 

and sold by the hundredweight, but the price per hundredweight varies 

greatly, according as the animal is heavy or light, because the quality 

of beef is generally superior with the heavier gitides. The increase or 

decrease of average weight for large numbers of cattle generally shows 

a corresponding increase or decrease in value. This appears in the 

following table, which shows the prices paid by three of the leading 

packers at Chicago. The figures for packers I and II cover all the 

dressed beef cattle killed at Chicago; for packer III the figures cover 

selected days only. The prices must be compared, of course, for the 

same dates. 

Table 35.— WEIGHTS AND PRICES OF NATIVE STEERS AT CHICAGO BY SEMIANNUAL 

PERIODS. 1902-1904. 



Period. 



1902: 

January-June.. 

July-December 

B: 

January-June . 

July-December 
1904: 

January-June . 



Packer I. 


Packer II. 


Pack€ 


Weight. 


Price. 


Weight. 


Price. 


Weight. 


1,161 
1,179 

1,204 
1,231 

1,183 


96.09 
5.90 

4.71 
4.86 

4.69 






1,259 
1,272 

1,284 
1,299 

1,263 






1,236 
1,257 

1,303 


$4.84 
4.94 

5.04 



S6.22 
6.63 

4.92 
5.10 

4.84 



An examiDation of this table will show that at any given time the 
higher average weight carries with it in each case a higher average 
price. This is typical of the general relation of prices. The influence 
of weight on prices is shown much better, however, by comparing the 
prices of cattle classified according to weight groups. This can be 
done with approximate though not absolute correctness from the 
records of the packers by classifying the various bunches of cattle 
according to the average bunch weight; the weight of most of the 
cattle in a bunch is near the average of the bunch. The following 
tables show for certain days the prices of Native steers^ groviije.<l \y3 



112 



THE BEEF INDUSTRY. 



weights, for one of the leading packers at Chicago (1901-1903) and one 
of the leading commission houses at Chicago (1898-1903). 

Table 36.— PRICES OF NATIVE STEERS, BY WEIGHT GROUPS, FOR A LEADING PACKER 

AT CHICAGO ON SELECTED DATES. 



Date. 



January 1, 1901 
April 2, 1901 . . . 
July 2, 1901 .... 
October 1,1901. 
January 7, 1902 
April 1, 1902... 

July 1,1902 

October?, 1902. 
January 6, 1903 
April 7, 1903 . . . 
July?, 1903.... 
October 6, 1903. 
January 5, 1904 
Aprils, 1904 ... 
July 5, 1904 . . . . 

Average . 



900-1,050. 



$4.3? 



32 
07 
25 
67 
58 
67 
23 
65 
41 
53 
4.83 
4.31 
4.09 
5.45 



4.75 



1,050-1,200. 



S4.35 
4.90 
6.25 
4.75 
6.28 
6.16 
5.95 



4.40 
4.60 
4.52 
4.73 
4.48 
4.38 
4.88 



4.90 



1,200-1,350. 



$4.88 
5.03 
5.39 
6.64 
5.65 
6.46 



6.47 
4.86 
4.78 
4.78 
5.36 
4.69 
4.50 



5.27 



1,360-1,600. 



85.63 
6.15 
6.60 
5.70 



6.72 



7.07 
5.40 
4.92 
4.92 
5.47 
4.97 
4.82 



5.53 



1,500 plus. 



$5.29 
5.05 



5.17 



Table 37.— PRICES OF NATIVE STEERS, BY WEIGHT GROUPS, FOR A LEADING COMMISSION 

HOUSE AT CHICAGO ON SELECTED DATES. 



Date. 



January 3, 1898 
April 4, 1898... 
July 6, 1898.... 
October 3, 1898. 
January 2, 1899 
April 3, 1899 . . . 

July 3, 1899 

October 2, 1899. 
January 1, 1900 
April 2, 1900 . . . 

July 2, 1900 

October 1, 1900 
January 7, 1901 
April 1. 1901.... 

July 1, 1901 

October 2, 1901. 
January 6, 1902 
April 7,1902..., 

July?, 1902 

October 6, 1902. 
January 5, 1903 
April 6, 1903... 

July 6, 1903 

October 5, 1903. 
January 4, 1904 
April 4, 1904... 



Average 



900-1,050. 



$4.45 
4.40 
4.49 



4.16 



4.86 
4.41 
4.55 
4.80 
4.80 



4.24 
4.69 
5.00 
5.46 
4.8? 
5.90 
5.45 
6.66 
4.20 
4.40 
4.65 
5.00 



4.63 



4.82 



1,050-1,200. 



$4.65 
4.60 
4.78 
4.93 



4.67 
4.99 
4.95 
5.26 
4.63 
5.17 
5.07 
4.49 
4.81 
5.20 
5.85 
5.15 
6.19 
5.93 



4.51 
4.61 
4.80 
5.35 
4.80 
4.35 



4.99 



1,200-1,350. 



$4.69 
4.70 
4.86 
5.41 
5.10 
5.06 
5.43 
5.78 
5.93 
4.95 
5.27 
5.50 



5. 
5. 
5. 
5. 
5. 
6. 
7. 



09 
IS 
33 
76 
99 
40 
24 



4.91 
4.96 
4.88 
5.35 
4.96 
4.81 



5.34 



1,350-1,500. 



$4.80 
4.87 
4.88 
5.68 
5.50 
5.28 
6.58 
5.85 
6.50 
5.13 



,48 
45 
43 
24 
,81 
6.28 
6.97 
6.58 
8.38 



5. 
5. 
5. 
5. 
6. 



5.35 
5.03 
5.02 
5.49 
6.15 
5.03 



6.59 



1,500 pins. 



$4.60 
5.00 
4.90 



5.30 



05 
20 
55 
70 
50 



6. 
6. 



80 
70 



5.08 
5.67 
5.23 
4.85 



6.41 



These figures show that the price per hundredweight of the same 
kind of stock varies very considerably with the aggregate weight of 
the animals. In the table of prices for the packer the averages show 
a steady and considerable advance in price for each successive weight 
group until the last class is reached. This would indicate that the 
best cattle weigh between 1,200 and 1,500 pounds. The value of the 
cattle in the highest weight group (1,350-1,500) exceeds that of the 
lowest (900-1,050) by about 14 per cent. The table of Native steers 
for the oomuiission house gives very similar results; the weight group 
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showing the highest prices is that including steers from 1,350 to 1,500 
pounds, and the lowest prices are for those from 900 to 1,500 pounds 
The former exceeds the latter by about 16 per cent. 

An examination of the prices for different weight groups of West- 
ern steers shows that the weight affects the price in the same manner 
and to about the same extent as for Native steers. The following 
tables give the prices of the same packer for cattle slaughtered on 
certain days in 1901, 1902, and 1903, and for cattle sold by the same 
commission house for certain days in each year from 1898-1903. 

Table 38.-.PRICES OF WESTERN STEERS, BY WEIGHT GROUPS, FOR A LEADING PACKER 

AT CHICAGO ON SELECTED DATES. 



Date. 



Septembers, 1901. 
October 1,1901.... 
September 2. 1902. 
October?. 1902.... 
September 1. 1903. 
October 6, 1903.... 



Average 



900-1,050. 



93.80 
5.00 
4.00 



3.08 



3.97 



1.060-1,200. 



S5.44 
3.99 
4.65 
4.11 
4.42 
3.57 



4.36 



1,200-1.350. 



S5.38 
4.76 
5.99 
5.21 
4.75 
4.53 



6.10 



1,360-1.600. 



$6.82 



6,50 
6.57 
6.37 
5.42 



5 74 



l,6U0plii.s. 



Table 39.— PRICES OF WESTERN STEERS, BY WEIGHT GROUPS, FOR A LEADING COMMIS- 
SION HOUSE AT CHICAGO ON SELECTED DATES. 



Date. 


900-1.050. 


1,060-1,200. 


1,200-1,350. 


1,350-1,500 


1,500 plna. 


September 5. 1898 


S3. 80 
3.60 


S3. 93 
4.10 
4.76 
4.26 
4.50 
4.16 
4.64 
4.33 
4.73 
4.23 
3.94 
3.27 


$4.00 
4.32 
4.47 
4.43 
4.50 
4.37 
4.60 
4.61 
4.53 
4.90 
5.76 
3.67 






October 3, 1898 


$4.18 
4.54 
4.82 
4.50 
4.43 
4.40 
5.10 
5.00 




September 4, 1899 .*. 




October 2, 1899 


4.45 
4.25 
3.65 


$4.73 


September 3. 1900 




October 1. 1900 




September 2, 1901 




October 2, 1901 


3.69 
4.36 




September 1, 1902 


5 00 


October 6, 1902 




September 7. 1903 


3.85 
2.98 


4.18 
3.64 


4.50 


October 5, 1903 


3.25 






Average 


3.85 


4.23 


4.50 


4.48 


4.37 







For the packer the highest average prices were paid for cattle in the 
1,350-1,500 weight group; the lowest average prices were paid for the 
900-1,050 weight group. The former exceeded the latter by nearly 45 
per cent. The very great difference in prices indicated here is prob- 
ably partly explained by the fact that the light Westerns were grass 
fed and the very heavy Westerns were corn fed. The table for the 
commission house's Western steers shows somewhat different results. 
The price of the weight group 1,350-1,500, instead of being higher 
than the one preceding it, is a trifle lower. The value of the cattle 
of the highest weight group (1,200-1,350) exceeds that of the lowest 
weight group (900-1,050) by only about 17 per cent. 

The importance of weight as a factor of price is recognized in the 
price quotations of the live-stock journals, which generally distinguish 
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weights, for one of the leading packers at Chicago (1901-1903) and one 
of the leading commission houses at Chicago (1898-1903). 

Table 36.— PRICES OF NATIVE STEERS, BY WEIGHT GROUPS, FOR A LEADING PACKER 

AT CHICAGO ON SELECTED DATES. 



Date. 



January 1, 1901 
April 2, 1901 . . . 
July 2, 1901 .... 
October 1,1901. 
January 7, 1902 
April 1,1902... 

July 1,1902 

October 7, 1902. 
January 6, 1903 
April 7, 1903 . . . 
July 7, 1903 . . . . 
October 6, 1903. 
January 5, 1904 
Aprils, 1904 ... 
July 5, 1904.... 

Average . 



900-1,050. 



$4.37 



32 
07 
26 
67 
58 
67 
23 
4.65 
4.41 
4.63 
4.83 
4.31 
4.09 
6.45 



4.75 



1,050-1,200. 



$4.36 
4.90 
6.25 
4.75 
5.28 
6.16 
5.96 



4.40 
4.60 
4.62 
4.73 
4.48 
4.38 
4.88 



4.90 



1,200-1,350. 



$4.88 
5.03 
6.39 
5.64 
5.66 
6.46 



6.47 
4.86 
4.78 
4.78 
6.36 
4.69 
4.50 



6.27 



1,360-1,600. 



$6.63 
6.16 
6.60 
5.70 



6.72 



7.07 
5.40 
4.92 
4.92 
5.47 
4.97 
4.82 



5.53 



1,500 plus. 



$5.29 
5.05 



5.17 



Table 37.— PRICES OF NATIVE STEERS, BY WEIGHT GROUPS, FOR A LEADING COMMISSION 

HOUSE AT CHICAGO ON SELECTED DATES. 



Date. 



900-1,050. 



January 3, 1898 
April 4, 1898... 
July 6, 1898 .... 
October 3, 1898. 
January 2, 1899 
April 3, 1899 . . . 
July 3, 1899.... 
October 2, 1899. 
January 1, 1900 
April 2, 1900 . . . 

July 2, 1900 

October 1, 1900 
January 7, 1901 
April 1. 1901..., 

Julyl, 1901 

October 2, 1901 . 
January 6, 1902 
April 7,1902..., 
July 7, 1902.... 
October 6, 1902. 
January 5, 1903 
April 6, 1903 . . . 
July 6, 1903.... 
October 5, 1903. 
January 4, 1904 
April 4, 1904 . . . 



$4.45 
4.40 
4.49 



4.15 



Average 



4.86 
4.41 
4.55 
4.80 
4.80 



4.24 
4.69 
6.00 
5.46 
4.87 
5.90 
5.45 
6.66 



4. 
4. 
4. 
5. 



20 
40 
65 
00 



4.63 



4.82 



1,060-1,200. 



$4.65 
4.60 
4.78 
4.93 



4.67 
4.99 
4.95 
6.26 
4.63 
6.17 
5.07 
4.49 
4.81 
6.20 
6.85 
5.15 
6.19 
5.93 



4.51 
4.61 
4.80 
5.35 
4.80 
4.a5 



4.99 



1,200-1,350. 



$4.59 
4.70 
4.86 
5.41 
5.10 
5.06 
5.43 
5.78 



5. 
4. 
5. 
5. 
5. 
5. 



93 
95 
,27 
,50 
,09 
IS 
5.33 
5.76 
5.99 
6.40 
7.24 



4. 
4. 
4. 
5. 
4. 
4. 



91 
96 
88 
35 
96 
81 



5.34 



1,350-1,500. 1,500 plus. 



$4.80 
4.87 
4.88 
6.68 
6.60 
6.28 



6. 
6. 
6. 
5. 



58 
85 
50 
13 



5.48 
5.46 
43 
24 
81 
,28 
97 
58 



5. 
5. 
5. 
6. 
5. 
6. 



8.38 



6.35 
5.03 
6.02 
6.49 
5.15 
5.03 



5.59 



$4.60 
6.00 
4.90 



5.30 



6.05 
5.20 
5.55 
5.70 
5.50 



6.80 
6.70 



5.08 
5.67 
5.23 
4.85 



6.41 



These figures show that the price per hundredweight of the same 
kind of stock varies very considerably with the aggregate weight of 
the animals. In the table of prices for the packer the averages show 
a steady and considerable advance in price for each successive weight 
group until the last class is reached. This would indicate that the 
best cattle weigh between 1,200 and 1,500 pounds. The value of the 
cattle in the highest weight group (1,350-1,500) exceeds that of the 
lowest (i^OO-1,050) by about 14 per cent. The table of Native steers 
tor the commission house gives very similar results; the weight group 
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showing the highest prices is that includiDg steers from 1,350 to 1,600 
pounds, and the lowest prices are for those from 900 to 1,600 pounds 
The former exceeds the latter by about 16 per cent. 

An examination of the prices for different weight groups of West- 
ern steers shows that the weight affects the price in the same manner 
and to about the same extent as for Native steers. The following 
tables give the prices of the same packer for cattle slaughtered on 
certain days in 1901, 1902, and 1903, and for cattle sold by the same 
commission house for certain days in each year from 1898-1903. 

Table 38.— PRICES OF WESTERN STEERS, BY WEIGHT GROUPS, FOR A LEADING PACKER 

AT CHICAGO ON SELECTED DATES. 



Date. 



Septembers, 1901. 
October 1,1901.... 
September 2. 1902. 
October 7, 1902. . . . 
September 1. 1903. 
Octobers, 1903.... 



Average 



900-1,050. 



93.80 
5.00 
4.00 



3.08 



3.97 



1.060-1,200. 



S5.44 
3.99 
4.65 
4.11 
4.42 
3.57 



4.36 



1,200-1,350. 



S5.38 
4.76 
5.99 
6.21 
4.75 
4.53 



5.10 



1,350-1.500. 



S5.82 



5.50 
6.57 
5.37 
5.42 



5 74 



1.500 plus. 



Table 39.— PRICES OF WESTERN STEERS, BY WEIGHT GROUPS, FOR A LEADING COMMIS- 
SION HOUSE AT CHICAGO ON SELECTED DATES. 



I 



Date. 



September 5, 1898. 
October 3, 1898.... 
September 4, 1899. 
October 2. 1899.... 
September 3, 1900. 
October 1,1900.... 
September 2, 1901. 
October 2, 1901.... 
September 1, 1902. 
October 6, 1902.... 
September 7, 1903. 
October 5, 1903.... 



Average 



900-1.050 



S3. 80 
3.60 



4.45 
4.25 
3.65 



3.69 
4.35 



3.85 
2.98 



1.050-1,200 



S3. 93 
4.10 
4.75 
4.25 
4.50 
4.16 
4.54 
4.33 
4.73 
4.23 
3.94 
3.27 



3.85 



4.23 



1,200-1,350. 



$4.00 
4.32 
4.47 
4.43 
4.50 



37 
50 
61 
53 
90 
5.76 
3.57 



4.50 



1,350-1,500 



€4.18 
4.54 
4.82 
4.50 
4.43 
4.40 
5.10 
5.00 



4.18 
3.64 



4.48 



1,500 plus. 



S4.73 



5 00 



4.50 
3.25 



4.37 



For the packer the highest average prices were paid for cattle in the 
1,350-1,500 weight group; the lowest average prices were paid for the 
900-1,060 weight group. The former exceeded the latter by nearly 45 
per cent. The very great difference in prices indicated here is prob- 
ably partly explained by the fact that the light Westerns were grass 
fed and the very heavy Westerns were corn fed. The table for the 
commission house's Western steers shows somewhat different results. 
The price of the weight group 1,350-1,500, instead of being higher 
than the one preceding it, is a trifle lower. The value of the cattle 
of the highest weight group (1,200-1,350) exceeds that of the lowest 
weight group (900-1,050) by only about 17 per cent. 

The importance of weight as a factor of price is recognized in the 
price quotations of the live-stock journals, which generally distinguish 
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supply, on the other hand, is largely governed by the speculations of 
cattle feeders, and by natural circumstances such as corn crop, drought, 
etc., over which their means of control are limited. In the above com- 
parison it is noteworthy that a very slight decline between 1901 and 
1902 caused a considerable rise in prices. This, of course, should be 
considered in relation to the fact that the demand was slightly greater 
than in the preceding year. On the other hand, the extraordinary 
increase in supply between 1902 and 1903 probably caused a smaller 
decline in price than it otherwise would have done on accoimt of the 
increase in demand due to increase of population. 

3. Quality of ieef cattle, — The price of beef cattle is affected in an 
important degree by variations in quality. The quality of beef cattle 
is not so easily determined as that of some commodities. The buyer 
has only the live animal to judge by, and the factors that enter into 
the question are numerous and complex. Among the important ele- 
ments which determine the quality of beef cattle are breed, age, and 
sex, weight, hide, fat, dressing percentage, feed, season, etc. 

Breed, — Probably the factor of greatest weight in determining the 
quality of beef cattle is the nature of the breed. Here of course 
there are wide differences and an infinite number of intermediate vari- 
ations. Fancy stock brings a fancy price. A prominent commission 
house advertises the fact that it sold a carload of Aberdeen Angus 
beeves, of an average weight of 1,402 pounds, at $15.50 per hundred- 
weight. (Dec. 6, 1900.) Some cattle are so poor that they are not 
used in the dressed-beef business, but are slaughtered for the canning 
factory. But even dressed-beef cattle of low grade, especially Texans, 
often show a bunch price below $2.50 per hundredweight. Leaving 
out the extraordinary variations in quality, it is still important to con- 
sider the ordinary variations which affect large numbers of cattle and 
thus enter materially into the average price of all cattle. The com- 
parison of the average prices of Western and Texan cattle with Native 
cattle indicates, in a general and crude way, a difference in quality, 
which to a large extent is unquestionably due to a difference in the 
breeds. In this respect, however, it must be understood that the 
mnge cattle are improving, and the sharp distinction in breed that 
once prevailed is rapidly disappearing. For this reason cattle bred 
on the range in Texas and elsewhere, if the}^ are prepared under con- 
ditions like those under which Native cattle are prepared, may often 
be hardly distinguishable from them, and sometimes, indeed, they may 
be of a quality superior to ordinary grades. 

The following table of the prices paid by one of the leading packers 
at Chicago shows, in a general way, the relation of prices for Native, 
Western, and Texan steers in 1902 and 1903: 
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Table 29.— PRICES PAID FOR STEERS 3Y A LEADING PACKER AT CHICAGO, 1902 AND 

1908.a 



Month. 



January .... 
February ... 

March 

April 

May 

June 

Ayerage 

July 

Aqigust 

September . . 

O^ber 

November . . 
December. . . 

Average 







1902. 






NaUve. 


Western. 


Texan. 


• 

1 


1 


1 


E 


1 

957 

1,007 

975 

9iy7 

1,024 

1,051 


• 

$4.62 
5.08 
5.48 
5.78 
5.85 
5.87 


1,119 
1,146 
1,195 
1,170 

1,186 
1,173 


$5.87 
5.49 
5.97 
6.38 
6.69 
6.87 




























1,161 


6.07 






1,004 


5.45 






1,149 
1,175 
1,147 
1,204 
1,196 
1,191 


6.82 
6.90 
6.87 
6.20 
5.26 
4.86 


1,179 
1,164 
1,154 
1,108 
1,127 
1,083 


$5.65 
5.02 
4.51 
4.89 
4.22 
4.16 


1,004 
975 

941 


4.86 
4.22 
4.16 
8.96 
3.87 
4.05 


1,179 


5.90 


1,138 


4.60 


987 


4.88 



Native. 



xi 



1,173 
1,188 
1,200 
1,213 
1,215 
1,228 



9> 



1908. 
Western. 



Xi 



1,204 



1,234 
1,248 
1,242 
1,253 
1,234 
1,194 



$4.54 

4.47 
4.62 
4. 88 
4.76 

4.87 



4.71 



4.94 
5.00 
5.20 
5.07 
4.62 
4.40 



1,231 



4.86 



1,118 
1,122 
1,116 
1,093 
1,062 



1,114 



4^ 



|$8.95 
8.80 
3.55 
3.40 
3.89 



3.66 



Texan. 



Xi 
be 



1,009 

1,008 

956 

1,025 

889 

963 



983 



1,010 
1,043 
1,014 
960 
1,018 
1,059 



1,010 



0) 



$4.07 
4.06 
4.20 
4.41 
4.14 
4.22 



4.15 



4.15 
8.97 
3.73 
3.88 
3.68 
8.44 



3.82 



a This table is based on the prices of all dressed beef cattle of the respective classes. 



The table does not show Westerns in the firat half of the year, the corn- 
fed Westerns being included in the Natives. The price of Texans, on the 
other hand, for the first half of each year represents chiefly fed cattle. 
In the second half year the prices of both Westerns and Texans must 
be understood to be for the most part for grass-fed cattle. The char- 
adieristic price of these classes is the price of the second half year. 
Comparing them with the prices of Native steers from July to Decem- 
ber, it will be noted that the prices of Natives ($5.90 for 1902 and 
$4.86 for 1903) are considerably higher than the prices of Westerns 
(UM for 1902 and $3.66 for 1903). The prices of Texans ($4.38 for 
1902 and $3.82 for 1903) are also inferior to the prices of Natives. In 
1902 the prices of Texans average 22 cents lower than Westerns and 
in 1903 they average 16 cents higher. For the purpose of comparing 
the value of Texan stock with Native stock the figures for the first 
half of each year in the above table have the advantage of eliminat- 
ing the difference in feeding methods because both are corn fed. 
Otherwise, however, the price is not so representative, especially 
because the number of fed Texans is small. For the first half of the 
year the prices of Natives ($6.07 for 1902 and $4.71 for 1903) exceed 
the prices of Texans ($6.46 for 1902 and $4.15 for 190?) by 62 cents 
and 56 cents per hundredweight. For the second half year the dif- 
ferences are much greater ($1.52 for 1902 and $1.04 for 1903), showing 
that a -part of the difference in price between Natives and Texans is due 
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to the different systems of feeding. For comparison with this table 
similar figures for another leading company are given below: 

Table 30.— AVERAGE PRICES PAID BY A LEADING PACKER AT KANSAS CITY.a 



Native steers. 



Date. 



Apr. 1 . . 
June 2 . 
July I.. 
Aug. 5.. 
Sept. 2.. 
Sept. 30. 
Nov. 4 . . 
Dec. 2 . . 



1902. 



Jan. 6 . 
Oct. 13. 
Nov. 3. 
Dec.l . 



1903. 



Jan. 5 
Feb. 2 
Mar.l 
Apr. 5 



1904. 



Average. 



Weight. 



1,017 

914 

1,110 

1,213 

1,162 

885 

880 

1,158 



930 
1,194 
1,295 
1,183 



1,133 
1,098 
1,114 
1,081 



Price. 



^.94 
5.43 
6.05 
5.70 
5.65 
3.53 
3.13 
4.57 



4.13 
4.68 
4.67 
4.13 



4.27 
3.95 
4.07 
4.02 



4.62 



Western steers. 
Weight. 



1,049 



1,112 



905 

978 

1,080 



1,156 

1,136 

968 

1,010 



996 



Price. 



S5.51 



5.37 



3.70 
4.01 
4.12 



4.95 
3.60 
3.22 
3.19 



3.49 



4.12 



Texan steers. 



Weight. 



924 
955 
921 
906 
903 
890 
905 
1,201 



919 
844 
813 



1,022 

915 

1,114 



Price. 



$5. 55 
4.^9 
4.33 
3.73 
3.78 
3.23 
3.85 
4.55 



4.16 
2.80 
2.68 



4.00 
3.29 
3.65 



3.89 



a Based on killings of selected days. 

So far, in comparing the price of Natives with Westerns and Texans, 
no attention has been paid to the question of weight. This, however, 
is a very important factor. From the averages given in the Chicago 
table of prices a marked difference appears in average weight, e. g., 
for the second half of 1902 — Natives 1,231 pounds, Westerns 1,114, and 
Texans 1,010. The question of weight has almost as much and often 
more importance in fixing the value of cattle than their breed, and 
this question will presently be discussed. In the Kansas City table, 
given immediately above, the considerable influence of weight of 
prices of the different classes of cattle is evidenced in a marked degree. 
On April 1, 1902, Native steers, averaging 1,017 pounds, were bought 
at an average price of $5.94; Western steers, averaging 1,048 pounds, 
at $5.51, and Texan steers, averaging 924 pounds, at $5.55. The num- 
ber of cattle used as a basis is small and the example must be regarded 
as an exceptional one. It is noticeable that the Texan steers, though 
lighter, cost more than the Westerns. On November 4, 1902, Native 
steers, averaging 880 pounds, cost on the average $3.13; Western steers, 
averaging 978 pounds, cost $4.01, and Texan steers, averaging 905 
pounds, cost $3.85; the Texans, though only a little heavier than the 
Natives, brought a very much higher price. On September 30, 1902, 
Native steers, averaging 885 pounds, cost $3.53; Western steers, aver- 
aging 905 pounds, cost $3.70; Texan steers, averaging 890 pounds, cost 
$3,23. In this case the Western steers, though only a little heavier 
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than Natives, brought a distinctly higher price. These examples illus- 
trate the statement made above that Texan and Western cattle are 
often of a quality quite comparable with the Native steer. 

Obviously, the best way to get a general comparison of the prices of 
breeds is to eliminate weight as a factor of price variations by taking 
Native, Western, and Texan steei-s of the same weight groups. This 
was pi'actically done in some of the instances pointed out in the pre- 
ceding paragraph. The following table gives a comparison of the 
selling prices of Native and Western steei-s for a large Chicago com- 
mission house, according to weight groups, for the first Monday in 
October, from 1898 to 1903. 

Table 31.— PRICES OF NATIVE AND WESTERN STEERS OF SIMILAR WEIGHTS FROM THE 
RECORDS OF A LEADING CHICAGO COMMISSION HOUSE, 1898-1 908. « 





900-1,050. 


1,050-1,200. 

1 

$4.93 
4.10 


1,200-1,350. 


1,360-1,500. 


1,500 plus. 


Oct 3. 1898: 

Native 


15.41 
4.32 


96.68 
4.18 


< 


Western 


$3.60 








DiflFerence 




.83 


1.09 


1.60 










Oct. 2, 1899: 

Native 


4.41 
4.45 


4.95 
4.25 


5.78 
4.43 


5.85 
4.82 




Western '. . . 








Difference 


—.04 


.70 


1.35 


1.03 








Oct. 1, 1900: 

Native 




5.07 
4.16 


5.50 
4.37 


5.45 
4.43 


$5.70 


Western 


3.65 








Difference 




.91 


1.13 


1.02 










Oct. 2, 1901: 

Native 


5.46 
3.69 


5.85 
4.33 


5.76 
4.61 


6.28 
5.10 


6.70 


Western . 








Difference 


1.77 


1.52 


1.15 


1.18 








Oct 6, 1902: 

Native 


6.65 










Western 


4.23 


4.90 














Difference 
























Oct 6, 1908: 

Native 


5.00 
2.98' 


5.35 
3.27 


5.35 
3.57 


5.49 
3.&1 


5.67 


Western 


3.25 






Difference 


2.02 


2.08 


1.78 


1.85 


2.42 







Average excess of natives, 1898-1903 
Average excess of natives, 1901-1903 



$1.33 
1.75 



"This table is compiled from the bunch prices and for the total business of particular days. The 
Cattle prices are classified according to the average bunch weight and constitute a simple average 
price. 

H. Doc. 382, 58-3 10 
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The following table makes a similar comparison of Native and West- 
ern steers bought by one of the leading packers at Chicago for the 
first Tuesday in October in 1901, 1902, and 1903: 

Table 32.— PRICES OF NATIVE AND WESTERN STEERS OF SIMILAR WEIGHTS, IN CHI- 
CAGO, FROM THE RECORDS OF A LEADING PACKER.a 





900-1,060. 


1,050-1,200. 


1,200-1,350. 


1.350-1,500. 


1,500 plus. 


Oct. 1, IWl: 

Native 


S3. 25 
3.80 


«4.75 
3. 99 


S5.64 
4.76 


$5.70 




Western 










Difference 


.56 


.76 


.88 












Oct. 7, 1902: 

Native 


6.23 
4.00 




6.47 
6.21 


7.07 
6.57 




Western 


4.11 








Difference 


2.23 




1.26 


.50 










Oct. 6, 1903: 

Native 


4.83 
3.08 


4.73 
3.57 


5.36 
4.53 


5.47 
5.42 




Western 








Difference 


1.76 


L16 


.83 


.05 









Average excess of natives jl.OO 



a This table is compiled from the bunch prices and for the total business of particular days; the 
cattle prices arc classified according to the average bunch weight and constitute a simple average 
price. 

The prices of the commission house previously given show an excess 
of price for Natives over Westerns of $1.33 for the simple average of 
all the comparisons made (1898-1903). If the last three dates (1901- 
1903) are compared the diflFerence is $1.75. The packer's figures show 
a much smaller difference for similar dates (1901-1903), the average 
being only $1. 

This shows more clearly the considerable difference in quality sub- 
sisting between the two classes. Of course in this comparison the 
difference in feed is not accounted for, the Natives included being 
mostly corn-fed and the westerns grass-fed. 

These tables may be compared also with the general market quota- 
tions, which furnish approximations of the market prices in a more 
conveniently comparable form.* Goodall's Farmer and . Weekly 
Drovers' Journal gives the following figures of Chicago prices for 
Native and Texas cattle: 

Table 33.— MARKET QUOTATIONS OF CATTLE PRICES AT CHICAGO, 1897-1903. 



Year. 



1897. 
1898. 
1899. 
1900. 
1901. 
1902. 
1903. 



Native. 


Texas. 


$4.50 


$3.75 


4.65 


4.05 


5.30 


4.35 


5.15 


4.20 


6.25 


4.20 


6.20 


4.80 


4.80 


3.95 



10.75 
.60 
.95 
.95 
1.06 
1.40 
.86 



This table shows the average price of Native cattle at a range consid- 
erably and constantly higher than Texan cattle. If the same weight 
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groups are compared, however, this difference largely disappear. 
The Native steer of 900 to 1,050 pounds weight may be compared most 
fairly with the Texan steer. 

Table 34.— MARKET QUOTATIONS OF CATTLE PPICES AT CHICAGO, 1897-1903. 



Year. 


Native 
(900-1.060 
pounds). 


Texan. 


Difference. 


1897 


S4:10 
4.30 
4.70 
4.70 
4.50 
5.06 
4.15 


S3. 75 
4.06 
4.35 
4.20 
4.20 
4.80 
3.95 


10.35 


1898 


.25 


1899 


.35 


1900 


.50 


1901 


.30 


1902 


.25 


1908 


.20 







Weight. — Next to breed the most important circumstance influencing 
the quality and the price of cattle is the weight. Cattle are bought 
and sold by the hundredweight, but the price per hundredweight varies 
greatly, according as the animal is heavy or light, because the quality 
of beef is generally superior with the heavier giudes. The increase or 
decrease of average weight for large numbers of cattle generally shows 
a corresponding increase or decrease in value. This appears in the 
following table, which shows the prices paid by three of the leading 
packers at Chicago. The figures for packers I and II cover all the 
dressed beef cattle killed at Chicago; for packer III the figures cover 
selected days only. The prices must be compared, of course, for the 
same dates. 

Table 35.— WEIGHTS AND PRICES OF NATIVE STEERS AT CHICAGO BY SEMIANNUAL 

PERIODS. 1902-1904. 



Period. 



1902: 

January-June.. 

July-December 
1906: 

January-June . 

July-December 
1904: 

January-June . 



Packer I. 


Packer II. 


Weight. 


Price. 


Weight. 


Price. 


1,161 
1,179 

1,204 
1,231 

1,183 


S6.09 
5.90 

4.71 
4.86 

4.69 










1,236 
1,257 

1,303 


$4.84 
4.94 

5.04 



Packer III. 



Weight. ! Price. 



1,259 
1,272 

1,284 
1,299 j 

1,253 



S6.22 
6.63 

4.92 
5.10 

4.84 



An examination of this table will show that at any given time the 
higher average weight carries with it in each case a higher average 
price. This is typical of the general relation of prices. The influence 
of weight on prices is shown much better, however, by comparing the 
prices of cattle classified according to weight groups. This can be 
done with approximate though not absolute correctness from the 
records of the packers by classifying the various bunches of cattle 
according to the average bunch weight; the weight of most of the 
cattle in a bunch is near the average of the bunch. The following 
tables show for certain days the prices of Native steers^ ^xovr^^^i \>r^ 



122 



THE BEEF INDUSTRY. 



and sexes at the different slaughter points; they do not, generally 
speaking, furnish records of price according to weight groups, nor 
according to numerous other distinctions of quality, though these may 
be computed from the more detailed records in some cases, 

1. PW<?6 m<w^m^7i^« <?/*/?ar^^(?^^<^^•^^7^^ <?/*<?(2^^^^. — As a commodity 
cattle include a variety of distinct kinds. The price movements of 
these classes are to a certain degree independent and different. This 
is only true within limits, because if the price of one kind rises or 
falls very far it must react on the prices of other sorts. More con- 
cretely expressed, the price of Native steers may rise while the price 
of Texas steers is falling, and vice versa; similarly for Natives and 
Westerns. Westerns and Texans are more apt to move in the same 
direction. The average price of all the cattle purchased by a packer 
in a given market is the resultant of these price movements of particu- 
lar kinds of cattle, taking into account their relative numbers and 
weights. The actual situation is clearly shown in Diagram 1, which 
is selected as an illustration from those statistical records which are 
available. Table 46 and Diagram 1 show the relation of prices for 
different kinds of cattle in the Chicago business of one of the leading 
packers. 

Table 46.— CATTLE PRICES AT CHICAGO (ONE PACKER) BY MONTHS, JANUARY, 1902, TO 

JUNE, 1904. 



Month. 



1902. 

January 

February , 

March , 

April 

May 

June 

July 

August , 

September , 

October 

November 

December 

1903. 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

1904. 

January 

February 

March 

April 

M!ay 

June 



All 
dressed 
beef cat- 
tle. 



«5.05 
5.09 
5.56 
6.08 
6.35 
6.48 
6.14 
5.51 
4.94 
5.03 
4.74 
4.62 



4.32 
4.32 
4.46 
4.73 
4.67 
4.75 
4.76 
4.72 
4.62 
4.24 
4.20 
4.15 



4.26 
4.16 
4.27 
4.46 
4.70 
5.22 



Native 
steers 
(domes- 
tic con- 
sump- 
tion). 



$5.20 
5.38 
5.91 
6.36 
6.61 
6.77 
6.64 
6.72 
6.26 
6.06 
5.14 
4.72 



4.47 
4.42 
4.58 
4.87 
4.73 
4.84 
4.91 
4.97 
5.17 
5.06 
4.63 
4.26 



4.43 
4.23 
4.32 
4.62 
4.76 
5.51 



Native 

steers 

(export). 



$6.15 
6.10 
6.25 
6.67 
7.05 
7.31 
7.52 
7.56 
7.05 
6.74 
5.80 
5.51 



5.00 
4.87 
4.90 
5.10 
4.90 
5.04 
5.10 
5.17 
5.29 
5.15 
4.98 
4.97 



4.96 
4.68 
4.82 
4.82 
4.99 
5.90 



Weste rn 
steers. 



$5.65 
5.02 
4.51 
4.39 
4.22 
4.16 



3.95 
3.88 
3.56 
3.40 
3.39 



Texas 
steers. 



$4.62 
5.08 
5.43 
5.73 
5.85 
5.87 
4.86 
4.22 
4.16 
3.96 
3.87 
4.06 



4.07 
4.06 
4.20 
4.41 
4.14 
4.22 
4.15 
3.97 
3.73 
3.33 
3.68 
3.44 



3.70 
4.28 



4.33 
4.69 



Cows and 
heifers. 



$4.01 
3.93 
4.24 
4.85 
5.14 
5.01 
4.78 
4.50 
4.30 
4.14 
3.63 
3.62 



3.56 
3.67 
3.82 
4.03 
4.04 
4.08 
3.93 
3.82 
3.68 
3.63 
3.39 
3.31 



3.63 
3.49 
3.65 
3.80 
4.11 
4.19 



Stags and 
bulLs. 



$4.05 
4.09 
4.56 
5.28 
5.62 
5.45 
5.23 
4.96 
4.62 
4.85 
4.37 
3.79 



99 
80 
91 
12 
11 



4.25 
4.38 
4.27 
4.04 
4.27 
3.72 
3.21 



3.48 
3.35 
3.58 
3.87 
4.09 
4.41 



i«i ; ! ! ! , i 5 ? 


: 


<■ 


t 






^^>^ 


S 1 










1 








N ^ 












£ 








\\ 




















\ \ 


■\l 








i 










) \ 


) 










1 








( ^\ 


I 








\ 












)\ 


A 










1 








j / I 


-^'z 
















/ 


/ 


/,■ 










s 






(( 


/ ■) 












1 








/ / 


'"/' 










= 




















^ 




























) ;; 




















',( •:; 


^ 


















\'V' 












If 








' 1 












I 








' ;J 


^ 1 










s 








/ 


// 


.> 1 










1 








y.-; 












s 




^ ; 


■' 






















— 




a 


y 




^ 


i >' / 








: ■ M 




= 


r 


\ 


y^ . 


/ / ; 






= 


I 


i /- 


■' //. 


/ 






3 


\ 


(( 


. ' ,' 






Mi . 




1 




^V 










£ 




•,V\ 












i 
1 




i 




\ 


'X 


"v 




m\u 








) 


xV 






riiiii 




i 






\1 




' 1 1 




1 1 


J 















THE BEEF INDU8TBY. 



123 



1 examinatioii of this diagram of the price movements of different 
s of cattle for the same market shows, first, that in a broad sense 
)rice of each kind has a movement similar to that of every other 

and also to the price of all cattle. The most important kind of 
3 is the Native steer, and, consequently, the price for all cattle 
ws the price for Native steers more closely than any other sort. 
Pexas steer is nearer the price for all cattle in the spring, when 
^exans come on the market. The price curve for stags and bulls 
t entirely satisfactory for such a comparison, because two kinds 
ttle with a distinct difference in average value are included. The 
i curve for export steers undoubtedly gives the price of a grade 
tttle of more uniform quality than any other delineated on the 
•am. The ideal norm would be the price movement of Native 
s between 1,200 and 1,350 pounds in weight, 
e foregoing comparison of the prices of different kinds of cattle 
be summed up as follows: (1) They show, broadly speaking, the 
( price movements, but also decided seasonal differences; (2) they 
' that to get a true price mo vemen t a standard q uality of cattle shoul d 
ken, such as export cattle, or where available, Native steers of a 
cular weight group; but (3) that for the purpose of showing the 
:et in general the price of all cattle is fairly satisfactory, particu- 

if proper consideration is given to the changes in quality from 
to time. 

Comparison of prices of different packers in selected ma/rlcets. — 
he packers buy their stock in the same markets and under sub- 
ially similar conditions it would be naturally supposed that their 
5S would be practically the same for the same commodity at the 

time. This, indeed, is demonstrated with sufficient, though not 
lute, accuracy by the following tables (47, 48, and 49) and corre- 
ding diagrams (2, 3, and 4) for different kinds of cattle and dif- 
it markets: 



47.— COMPARISON OF PRICES OF ALL CATTLE AT CHICAGO FOR FOUR PACKERS, 

BY MONTHS, JANUARY, 1902, TO AUGUST, 1904. 



Month. 



1902. 

y 

JT 

iber 

r 

iber 

ber ^ 

1903. 

py 

ury 



Average live price. 



Packer I. Packer II. 



$5.05 
.5.09 
6.56 
6.08 
6.35 
6.48 
6.14 
5.51 
4.94 
5.03 
4.74 
4.62 



4.32 
4.32 
4.46 



S4.89 
5.11 
5.54 
5.99 
6.35 
6.39 
5.78 
6.42 
4.84 
4.71 
4.35 
4.46 



4.20 
4.35 
4.52 



Packer III. 



S5.03 
5.27 
5.47 
6.06 
6.19 
6.00 
5.52 
5.27 
5.44 
5.07 
4.38 
4.13 



4.17 
4.22 
4,44 



Packer IV. 



$5.17 
5.36 
6.57 
6.12 
6.40 
6.53 
6.31 
5.58 
5.22 
4.85 
4.62 
4.64 



4.41 
4.39 
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Table 47.— COMPARISON OF PRICES OF ALL CATTLE AT CHICAGO FOR FOUR PA( 

BY MONTHS, JANUARY, 1902, TO AUGUST 1904-Continued. 



Month. 



1906. 

April 

Muy 

June 

July 

August 

September 

October 

November 

December 

1904. 

January 

February 

March 

April 

May 

June 

July 

August 



Average live price. 



Packer I. 



$4.73 
4.67 
4.75 
4.76 
4.72 
4.62 
4.24 
4.20 
4.16 



4.26 
4.16 
4.27 
4.46 
4.70 
5.22 
5.32 
4.58 



Packer II. 



$4.81 
4.68 



4. 
4. 
4. 
4. 
4. 
3. 
4. 



70 
66 
50 
40 
01 
96 
04 



27 
19 
.32 
,50 
74 
5.20 
6.19 
4.45 



4. 
4. 
4. 
4. 
4. 



Packer III. 



$4.73 
4.70 
4.71 
4.75 
4.60 
4.71 
4.19 
4.17 
3.95 



4.07 
3.94 
4.19 
4.43 
4.72 
5.26 
4.59 
4.98 



Pac 



Table 48.— COMPARISON OF PRICES OF NATIVE STEERS AT CHICAGO FOR FOUR 

ERS, BY MONTHS, JANUARY, 1902, TO AUGUST, 1904. 



Month. 



1902 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

1903. 

January 

February 

March , 

April 

May 

June 

July 

August 

September 

October 

November , 

December 

1904. 

January 

February 

March 

April 

May 

June 

July 

August 



Average live price. 



Packer I. Packer II. Packer III. Pac 



$5.36 
5.80 
6.73 
6.40 
6.38 
6.86 
7.05 
6.99 
6.88 
6.79 
5.49 
5.26 



4.84 
4.73 
4.90 
4.78 
4.90 
4.96 
4.74 
4.98 
5.10 
5.25 
4.85 
4.51 



4.60 
4.51 
4.41 
4.51 
4.67 
5.59 
4.98 
5.14 



$5.65 
5.96 
6.04 
6.50 
6.47 



6. 
7. 
7. 
7. 
7. 
6. 
5. 



82 
36 
14 
21 
07 
62 
29 



5.19 
4.79 
4.84 
4.91 
5.00 



a4.86 
5.16 

a 5. 08 
6.44 

a5.06 
4.79 



4.92 
4.39 
4.66 
4.74 
4.79 
5.80 
6.77 
6.48 



$5.37 
5.49 
5.97 
6.39 
6.69 
6.87 
6.82 
6.90 
6.37 
6.20 
5.26 
4.86 



4.54 
4.47 
4.62 
4.88 
4.76 
4.87 
4.94 
5.00 
5.20 
5.07 
4.62 
4.40 



4. 
4. 
4. 
4. 
4. 
6. 



49 
29 
39 

66 
79 
68 



5.63 
6.12 



a Domestic only. 
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S OF ALL CATTLE AT SOUTH ST. JOSEPH, BY MONTHS, 1902-1904. 



Month 



1902. 



1903. 



1904. 



Average live price. 


Packer I. 


Packer II. 


Packer III. 


$4.74 


S3. 78 


$4.11 


4.89 


4.02 


4.33 


6. PC 


4.34 


4.77 


5.63 


5.51 


5.68 


6.01 


4.96 


6.52 


5.04 


4.93 


4.76 


6.19 


4.20 


4.17 


4.28 


3.89 


3.61 


4.07 


8.37 


8.07 


4.01 


3. .SO 


8.01 


3.87 


3.05 


3.05 


3.90 


3.22 


2.77 


3.86 


3.24 


3.82 


4.07 


3.35 


8.81 


4.36 


3.74 


4.18 


4.64 


4.33 


4.51 


4.50 


4.28 


4.40 


4.33 


4.47 


4.:i5 


4.20 


3.74 


4.48 


4.01 


3.19 


4.66 


3.8:^ 


3 35 


4.18 


3.68 


2.91 


4.13 


3.50 


3.20 


4.22 


3.89 


2.98 


3.75 


3.93 


3.55 


8.90 


3.66 


3.14 


8.73 


3.96 


3.64 


8.88 


4.26 


3.99 


4.10 


4.44 


4.37 


4.50 


4.67 


4.35 


4.92 


4.23 













rved that the prices of the diflferent packers, whether 
ibined or Native steers alone, are very close together 
B for St. Joseph there is a greater divergence. For 
record is too meager to make a satisfactory compari- 
e of them, except Chicago, is it as complete as could 
! general result of this comparison, nevertheless, war- 
mt that the prices paid by the packers are substan- 
t a given time, in a giv^en market, and the record of 
ifficiently complete in itself, is a fair representation 
vement of that class of cattle in that market on the 
•ansacted. Not only so, but, at least at several of the 
:he distribution of the classes of cattle killed is so 
everal packers that the average price of all cattle for 
its is essentially the same. This is an important fact 
standpoint, because the incompleteness of the data 
it necessary at times to take the prices of one or two 
)f all of them combined. 

at first siglit desirable to compare the prices of diflFer- 
:heir total business at all points combined, but this 
ly proper on account of the fact that a diflferent dis- 
its among the various packing points would tend to 

7S-3 11 
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show a diflFerence rather than a similarity of prices, as will be demon- 
strated presently in the comparison of prices in different markets. 
Separate compilations of such prices for comparison with the beef 
prices of the several companies, or for calculating their costs of pro- 
duction and profits, on the other hand, are appropriate! 

In general the statistics of cattle prices are for dressed beef cattle 
only, but in the average of all cattle for Morris and Hammond cutters 
and canners are also included. This would tend to lower the price 
curve for those packers but for the fact that those quotations are 
generally for certain days only and are not typical of the whole busi- 
ness. In some cases the price record is more valuable than others, 
inasmuch as it covers the total number of the class of cattle under 
consideration for the time included. Where, for example, the figures 
given are for the prices of a single day at the beginning of the month, 
it is obvious that they do not adequately represent the price for the 
month as a whole, especially during a period of rapid advance or 
decline in prices. 

, From the foregoing analysis the conclusion may be drawn that the 
packers pay. substantially the same prices, and that such differences as 
appear to contradict this are due to (1) incompleteness of data, (2) dif- 
ference in proportions of different breeds purchased, (3) differences in 
average weight of cattle purchased or other qualitative variation, (4) 
the inclusion of cutters and canners in the tables of Morris and Ham- 
mond. 

3. Price movements in different markets, — The level of prices varies 
in different markets, particularly as between Chicago on the one hand 
and St. Louis and the Missouri River points on the other hand. The 
causes for these variations have been examined above. The}^ depend 
chiefly on differences in cost and differences in quality. The course of 
prices in the different markets is presented more generally in the fol- 
lowing tables and diagrams, in which comparisons are made of the 
prices of all cattle. 

The figures of a leading packer shown in Table 50 and Diagram 5 
are the only ones sufficiently complete to show the relation of the prices 
of all cattle in the different western markets in comparison with 
Chicago for a single packer. It will be observed that, although the 
prices at the western markets vary much as between themselves, they 
show a level uniformly lower than Chicago. 
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Table 6).-PRICES OF CATTLE SLAUGHTERED BY A LEADING PACKER AT ^IVE CHIEF 
PACKING POINTS BY MONTHS, JANUARY, 1902, TO JUNE, 1904. 



Month. 



1902. 



January.. 
February. 
March 

iT.::::: 



JWy 

iQsrust 

September. 
October . . . 
November. 
December. 



1903. 



January . . . 
February . . 

Karch 

April 

May 

Jane 

July 

August 

September. 

Ortober 

Kovember . 
December . 



1904. 



January.. 
February 
March... 
^ April.... 

May 

June 



Average live price. 



Chicago. 



$4.89 
6.11 
5.54 
5.99 
6.35 
6.89 
5.78 
5.42 
4.84 
4.71 
4.35 
4.46 



4.20 
4.85 
4.52 
4.81 
4.68 
4.70 
4.66 
4.50 
4.40 
4.01 
3.96 
4.04 



4.27 
4.19 
4.32 
4.50 
4.74 
5.20 



Kansas ' 
City. 



$4.40 
4.66 
5.15 
5.60 
5.64 
4.61 
4.23 
3.73 
3.41 
3.43 
3.52 
3.85 



3.77 
3.99 
4.17 
4.55 
4.29 
8.88 
3.68 
3.40 
3.19 
2.93 
2.95 
3.37 



8.69 
3.63 
3.83 
4.10 
4.29 
4. -27 



Omaha. 



$4.16 

4.38 
5.13 
5.85 
6.02 
63 
46 
80 
8.46 
8.49 
8.44 
8.54 



3.62 
3.73 
4.05 
4.51 
4.49 
4.53 
4.28 
3.50 
8.26 
8.04 
3.00 
8.27 



8.47 
3.40 
3.75 
4.09 
4.36 
5.08 



East St. 
Louis. 



$4.87 
4.44 
5.05 
5.08 
5.05 
4.51 
4.18 
3.80 
3.51 
8.46 
8.53 
8.38 



8.61 
3.75 
3.94 
4.24 
3.88 
3.87 
3.67 
3.46 
3.82 
3.20 
8.25 
8.46 



3.84 
3.71 
3.82 
4.02 
4.16 
4.06 



St. Joseph. 



$4.74 
4.89 
5.50 
5.63 
6.01 
5.04 
6.19 
4.23 
4.07 
4.01 
8.87 
8.90 



8.86 
4.07 
4.36 
4.64 
4.50 
4.83 
4.20 
4.01 
3.83 
3.68 
3.50 
3.89 



3.93 
3.66 
3.96 
4.26 
4.44 
4.67 



A still better representation of the differences in cattle prices in 
different markets is found in the comparison of the combined prices 
of several packers in each market. In the following tables and dia- 
^ms the prices of the different markets represent the true averages 
of the prices of the different packers, and these are combined in a 
general average price weighted according to the total slaughter of 
cattle at the five packing points (packing-point basis, see p. 132): 

Table 51.— PRICES OF CATTLE SLAUGHTERED BY FOUR PACKERS AT THE FIVE CHIEF 
PACKING POINTS (PACKING-POINT BASIS), BY MONTHS, JANUARY, 1902, TO JUNE, 1904. 





Average live prices of cattle. 


Weighted 


Month. 


Chicago. 


Kansas 
City. 


Omaha. 


East St. 
Louis. 


South St. 
Joseph. 


average, 
6 cities. 


1902. 
January 


$4.98 
5.13 
5.55 
6.04 
6.34 
6.41 
5.94 
5.46 
4.98 
4.88 
4.52 
4.51 


Si. 40 
4.66 
5.15 
5.60 
5.64 
4.61 
4.23 
3.73 
3.42 
3.43 
3.62 
3.85 


$4.25 
4.46 
6.18 
6.84 
6.07 
5.56 
4.58 
4.01 
3.67 
3.60 
3.56 
3.61 


$4.33 
4.49 
5.04 
6.15 
5.05 
4.50 
4.07 
3.66 
3.42 
3.26 
3.31 
3.32 


$4.41 
4.62 
5.09 
5.60 
5.81 
4.90 
4.86 
3.96 
3.64 
3.50 
3.44 
3.33 


S4.69 


'ebniary 


4.89 


March!^..:::: 


6.42 


April 


5.87 


%..:.:: ; 


6 00 


June 


5.42 


July 


5.01 


August 


4.44 


S^tember 


4.11 


October 


4.01 


Jovember 


3.95 


i>ecember 


4.00 
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i (.-PRICES OF CATTLE SLAUGHTERED BY A LEADING PACKER AT FIVE CHIEF 
PACKING POINTS BY MONTHS, JANUARY, 1902, TO JUNE, 1904. 







Average live price. 




Month. 


Chicago. 


Kansas 
City. 


Omaha. 


FAKt St. 

Louis. 


St. Joseph. 


1902. 


$4.89 
6.11 
6.54 
5.99 
6.35 
6.39 
6.78 
5.42 
4.84 
4.71 
4.35 
4.46 

* 

4. '20 
4.85 
4.52 
4.81 
4.68 
4.70 
4.66 
4.60 
4.40 
4.01 
8.96 
4.04 

4.27 
4.19 
4.82 
4.50 
4.74 
5.20 


$4.40 
4.66 
5.16 
5.60 
5.64 
4.61 
4.23 
3.73 
8.41 
3.48 
3.52 
8.85 

8.77 
3.99 
4.17 
4.55 
4.29 
8.88 
3.68 
3.40 
8.19 
2.93 
2.95 
8.37 

8.69 
3.63 
3.83 
4.10 
4.29 
4.27 


$4.16 
4.38 
5.13 
5.86 
6.02 
6.53 
4.46 
3.80 
3.46 
8.49 
8.44 
8.54 

8.62 
8.78 
4.05 
4.51 
4.49 
4.63 
4.28 
3.50 
3.26 
3.04 
3.00 
3.27 

3.47 
8.40 
3.75 
4.09 
4.86 
5.08 


H.87 
4.44 
6.05 
5.08 
6.05 
4.51 
4.18 
3.80 
3.51 
8.46 
8.53 
3.38 

3.61 
3.75 
3.94 
4.24 
8.88 
3.87 
3.67 
3.46 
3.32 
3.20 
8.25 
3.46 

3.84 
8.71 
3.82 
4.02 
4.16 
4.06 


$4.74 


J 


4.89 




6.50 




• 6.68 




6.01 




6.04 




6.19 




4.23 


3r 


4.07 




4.01 


>r 


8.87 


r 


8.90 


1903. 


8.86 


f 


4.07 




4.36 




4.64 




4.50 




4.83 




4.20 




4.01 


er 


3.83 




8.68 


jr 


3.50 




3.89 


1904. 


3.93 




3.66 




3.96 




4.26 




4.44 




4.67 











till better representation of the differences in cattle prices in 
mt markets is found in the comparison of the combined prices 
^eral packers in each market. In the following tables and dia- 
I the prices of the different markets represent the true averages 
I prices of the different packers, and these are combined in a 
3,1 average price weighted according to the total slaughter of 
at the five packing points (packing-point basis, see p. 132): 

L— PRICES OF CATTLE SLAUGHTERED BY FOUR PACKERS AT THE FIVE CHIEF 
NG POINTS (PACKING-POINT BASIS), BY MONTHS, JANUARY, 1902, TO JUNE, 1904. 



Month. 



Average live prices of cattle. 



Chicago. 



Kansas 
City. 



1902. 


$4.98 
5.13 
5.55 
6.04 
6.34 
6.41 
5.94 
5.46 
4.98 
4.88 
4.52 
4.51 


$1.40 


7 


4.66 




5.15 




6.60 




5.64 




4.61 




4.23 




3.73 


er 


3.42 




3.48 


8r 


3.52 


tr 


3.85 



Omaha. 



$4.25 
4.46 
5.18 
5.84 
6.07 
5.56 
4.58 
4.01 
3.67 
3.60 
3.56 
8.61 



East St. 
Louis. 



$4.33 
4.49 
5.04 
5.15 
5.05 
4.50 
4.07 
3.66 
8.42 
8.26 
3.31 
3.32 



South St. 
Joseph. 



$4.41 
4.62 
5.09 
5.60 
5.81 
4.90 
4.85 
8.96 
3.64 
8.50 
3.44 
3.83 



Weighted 
average, 
5 cities. 



$4.69 
4.89 
5.42 
5.87 
6.00 
5.42 
5.01 
4.44 
4.11 
4.01 
3.95 
4.00 
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Table 5i.— PRICES OF CATTLE SLAUGHTERED BY FOUR PACKERS AT THE FIVE CHIEF 
PACKING POINTS (PACKING-POINT BASIS), BY MONTHS, JANUARY, 1902, TO JUNE, 1904— 
Continaed. 



Month. 



1903. 

January 

February 

Marc)i 

April 

May 

June 

July 

August 

September 

October . ; 

November 

December 

1904. 

January 

February 

March 

April 

May 

June 





Average live prices of cattle. 




Chicago. 


Kansas 
City. 


Omaha. 


East St. 
Louis. 


South St. 
Joseph. 


S4.26 


$3.77 


$3.62 


$3.63 


$3.59 


4.33 


3.99 


3.74 


3.83 


3.89 


4.50 


4.17 


4.07 


3.98 


4.23 


4.76 


4.55 


4.45 


4.27 


4.55 


4.67 


4.29 


4.46 


3.84 


4.43 


4.72 


3.88 


4.50 


3.81 


4.34 


4.71 


3.68 


4.29 


3.58 


4.15 


4.60 


3.40 


3.66 


3.39 


3.85 


4.49 


3.19 


3.37 


3.38 


3.76 


4.10 


2.93 


3.13 


3.16 


3.58 


4.06 


2.95 


3.04 


3.19 


3.46 


4.06 


3.37 


3.26 


3.40 


3.73 


4.25 


3.69 


3.46 


3.84 


3.85 


4.16 


3.63 


3.39 


3.77 


3.57 


4.27 


u. OO 


3.74 


3.85 


3.89 


4.47 


4.10 


4.07 


4.13 


4.21 


4.71 


4.29 


4.35 


4.23 


4.43 


5.23 


4.27 


5.10 


4.13 


4.62 



Weighted 
average, 
5 cities. 



$3.91 
4.10 
4.83 
i.» 
4.48 
4.39 
4.25 
3.96 
3.81 
3.55 
3.51 
3.73 



3.93 
3.81 
4.03 
4.31 
4.51 
4.78 






The difference between Chicago prices and the prices at the western 
packing points stands out clearly in this table, while the fact that the 
prices at St. Louis and the Missouri River points are substantially on 
the same average level is almost equally obvious. 

The foregoing comparisons of the prices of cattle at different pack- 
ing points show (1) a higher range of prices in Chicago as compared 
with more western points and (2) a general similarity of price move- 
ments at all packing points. 

Section 6. Construction of a representative cattle price.— 
The character of the phenomena influencing cattle prices having 
been explained, and characteristic records of the actual prices paid 
for different kinds of cattle by different packers at different mar- 
kets having been presented and examined, the next problem is to 
plan and provide a general record of the price of cattle which shall 
fairly represent the actual cost at the packing house, both for each 
packing point separately and also for all packing points combined, 
and, further, to find a price scale which shall fairly represent the move- 
ment of general cattle prices as related to the cattle-raising business in 
the great territory west of Chicago. 

1 . Particidm' markets, — Th e construction of a cattle price at each pack- 
ing point is a simple problem, the only difficulty being to get the figures 
necessary to make it complete, and the same is true of an average price 
or cost of cattle at all the packing points combined. The construc- 
tion of a cattle price representative of the value of the product of the 
cattle industry generall}^ is, however, a more diflScult problem, which 
will be considered later. 

The necessary first step is the construction of a cattle price at each 
packing center. The ideal materiaV ioic tU^ construction of the general 
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the total live weight of all dressed beef cattle and the total 
paid for the same for the required periods of time. The 
of the first into the second gives the average price. Such 
mfortunatel}'^, have not been available in all cases, nor for all 
nevertheless enough such data were secured to form the 
ork and chief material of the price tables to be constructed, 
bing the construction of these cattle-price tables it is proper to 
jt with the principal tables, which cover the periods from the 
g of 1902 to the end of the first half of 1904. 
cord of the Chicago cattle price is constructed from the total 
ht and live cost of the four following packers, according to 
wing statement: (1) Armour, total slaughter of all dressed- 
le, excluding koshers and canners; (2) Swift, all drcssed-beef 
eluding calves and canners; (3) Morris, all beef cattle, includ- 
3rs and canners, slaughtered on Tuesdays; (4) Hammond, 
cattle, including cutters and canners, slaughtered on Tues- 
hese prices are combined in a true average, i. e., by the divi- 
:he aggregate live cost by the aggregate live weight. The 
ce or live cost per hundredweight so obtained is the actual 
•age of the amount paid on over one million head per annum, 
^presents about half of the Chicago business, and the prices, 
5, may be regarded as representative in a high degree. The 
the figures for Morris and for Hammond include cutters and 
iocs not seriously affect the average. This can be seen, for 
by comparing Diagram 2, where the prices of Morris and 
d are compared with Armour and Swift. The reason why 
not affect the price scales of the packers named is the fact 
' few cutters and canners are slaughtered on Tuesdays, which 
only day for which statistics were obtained from Morris and 
d. Monday is a big market day and the day on which the 
rts of cattle are apt to be taken. The poorer sorts are apt 
i over and to ])e sold when the more important business — the 
>eef trade and the export trade — is not so pressing. The 
ing the record for the movement of the live price of beef 
Chicago is shown on page 127 (see Diagram 6). 
licago price is in itself a very important record of the live 
cattle. It is the most representative and the most important 
the situation of the market. It would be impossible to use 
however, to make general comparisons or to make calcula- 
)rofits, etc. The Chicago price is too high to represent the 
as a whole. It is too high, first, because it costs more to 
le cattle in the Chicago market, and, second, because the cattle 
larket maintain a higher average of quality. 
I only to Chicago is the Kansas City market. The price 
lere is of the most meager and unsatisiactoT^^ dL^^e^vgNAsyft., 
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This fact is due, it seems, to a large extent at least, to the floods, which 
have caused a good deal of damage in the stock yards, and even dam- 
aged and destroyed the records of the business. The only record of 
much service in the present matter is that of one packer, which coyera 
all beef cattle except calves and canners, but this does not extend back 
beyond the middle of 1902. Kansas City prices, therefore, may be 
assumed to be represented by the record of this packer, which is given 
on page 127 (see Diagram 6). 

A comparison of the price record of Kansas City with that of Chi- 
cago shows a considerably lower level. This is due partly to the fact 
that it is cheaper on tjie avemge to feed cattle in the regions which 
supply Kansas City than in the regions that supply Chicago, and partly 
to the fact that there is on the average a lower grade, the proportions 
of Texans and other range-bred cattle being greater, and the weight 
and finish of the Natives being inferior. The lower level of Kansas 
City prices is particularly marked, therefore, in the second half of the 
year, when the great mass of grass-fed cattle are rushed to the market 

St. Louis is the third cattle market in number of cattle slaughtered. 
The packing business at the National Stock Yards is carried on prin- 
cipally by Swift, Morris, and Armour, but Armour's business was first 
started in the middle of 1903. To construct a price record for all 
dressed-beef cattle in this market the total slaughter of these three 
packers has been used, which, in the case of Morris, includes cutters 
and canners. Nevertheless, Morris's figures average only about 10 
cents lower than Swift's. The table of prices for St. Louis is given 
on page 127 (see Diagram 6). 

An examination of the general record for St. Louis shows a range 
of prices a trifle lower than Kansas City on the average, but still very 
close to that city. Consequently the relation between St. Louis prices 
is substantially the same as the relation between Kansas City and Chi- 
cago. The causes are also substantially the same; in the case of St. 
Louis the bulk of the low-grade grass-fed cattle come from Indian 
Territory and Oklahoma. 

The Omaha market is of about the same importance as St. Ijouis. 
The chief business is done by Armour, Swift, and Cudahy. The price 
record for Omaha presented here comprises the figures for all dressed 
beef cattle slaughtered by Armour and Swift, which is a large propor- 
tion of the total business. The table of prices for Omaha is given on 
page 127 (see Diagram 6). 

An examination of the price record for Omaha shows that it is 
almost parallel to that of Kansas City, but averages a little higher in 
each half-year — from $0.05 to $0. 25 per hundredweight. Consequently 
it bears a relation to Chicago very similar to Kansas City and St. Louis. 
The same depression of prices appears in the fall as for the last two 
cities mentioned, which is due in the case of Omaha to the influx of 
the grass- fed Westerns during t\ie »ecox\^\\«\i;^^^wc. 
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Finally we may construct the price record for St. Joseph, which is 

the fifth and last of the first-class packing points. In this city there 

are three important packers, viz. Swift, Morris, and Hammond. The 

following price record for the business of the city includes all three, 

viz, Swift, all dressed-beef cattle, except calves and canners; Morris, 

all beef cattle (including canners and cutters) slaughtered on Tuesdays, 

and Hammond, all beef cattle (including cutters and canners) from 

January, 1902, to July, 1903. In this case the fact that the business 

of Morris and Hammond includes cutters and canners tends to give 

them prices considerably lower than Swift, and so to somewhat depress 

the price for St. Joseph below what it would be if only dressed-beef 

cattle were included in the calculation. The table of prices for St. 

Joseph is giv^en on page 127 (see Diagram 6). 

An examination of the price record for St. Joseph shows that it has 
substantially the same character as Kansas City, St. Louis, and Omaha, 
though the range is higher at this packing point than at any of the 
others. St. Joseph and Omaha have prices nearer alike than any 
other cities. The explanation of these relations of the St. Joseph 
price to those of the neighboring markets is probaby that the mass of 
trade in Texans and Southerns tends to go );o Kansas City and to St. 
Louis, while the Westerns find a more convenient market in Omaha. 
St. Joseph, therefore, has a greater proportion of Native cattle. It is 
noticeable, for example, that in the second half of 1903 the price 
did not drop so low in St. Joseph, compared with Chicago, as in 
the other western markets; this was doubtless due to the conditions 
suggested. 

The cattle prices in the diflFerent packing centers are not the funda- 
mental objects of the present inquiry, but they have a distinct inter- 
est and value. The most cursory inspection makes it plain that they 
are subject to the same general influences, and yet in a minor degree 
they exhibit the effects of local influences and local character. It has 
been repeatedly stated that the higher range in the Chicago market is 
due not only to conditions of cost of production (including transporta- 
tion to market), but that the quality averages higher in that market. 
Like differences exist for other markets, though they are not of equal 
magnitude. The price records presented do not show, of course, 
whether one market is better than another for the cattle shipper, 
because the conditions of cost and quality are not the same. A com- 
parison of prices could be made only by taking cattle of the same 
quality (e. g. , Native steers of a certain weight) and at the same date. 
From such a basis the advantage of shipping to one market as com- 
pared with another could be determined for a given district on the 
basis of cost of transportation, but it would vary, evidently, accord- 
ing to the location of the feeding farm or shipping point. 

2. General cattle price, — The cattle prices for the chief markets of 
the country have been pzesented in the preceding -pag^^. 'YXv^w^k^ 
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step in the development of the inquiry is to construct a general price 
for cattle. The proper method for the construction of a general cattle 
price depends upon the uses to which it will be put. If the purpose 
is to find how much was received b\^ the cattlemen at the actual point 
of sale, or how much the cattle cost the packer at the actual point of 
slaughter, in order to reckon the profits and losses of business, then it 
is obvious that the actual selling price or cost, respectively, is the 
proper basis. Such a price or cost must be taken in the present 
inquiry whenever the purpose is to show profits in the packing indus- 
try or the packers' margins between cattle and beef. The cattle price 
so taken is the true average of prices paid for cattle at the various 
packing points considered, and may be briefly described as the cattle 
price on the packing-point basis. 

If, on the other hand, the object in view is to get a representative 
cattle price for the whole industry, in order to judge correctly of the 
fluctuations in cattle prices, or the relations of cattle prices to the sup- 
ply of cattle, then the packing-point basis is not the basis best adapted 
for that object. Just what the most representative basis is can scarcely 
be predetermined on theoretical principles, but depends rather on the 
actual circumstances and conditions of the industry. Nevertheless 
there is a principle which in general will lead to the right conclusion 
in such a matter — namely, that the representative price is the true 
average of various local prices reduced to a common market basis, 
e. g., the central market point or the dominant market point. What 
is the situation in this respect in the cattle business? The great bulk 
of the business which has any important relation to the chief cattle- 
producing territory of the country and any direct eflfect on the move- 
ment of prices of cattle raised there is done in five markets, viz, 
Chicago, St. Louis, Kansas City, Omaha, and St. Joseph. The cattle 
supply for these markets is derived almost entirely from points west 
of Chicago, and in large part west of the other markets named. The 
cattle shipper, to a large extent at least, has the option before him to 
ship to Chicago. If he is between Chicago and the more western 
points, he generally ships to Chicago; if he is beyond them all, he may 
ship straight through. The products of the packing industry, on the 
other hand, are sold to a very large extent at points east of Chicago 
and the other cattle markets mentioned. The great mass of the traffic 
passes through Chicago at some stage of the process. These facts, 
combined with the fact that Chicago is by far the greatest market, 
make Chicago the dominant market point of the trade. This is true 
to such an extent that if cattle were a commodity of absolutely uniform 
character the Chicago cattle price would fairly represent the general 
market price at any given time. This, however, is not true, because 
the proportions of the dift'erent classes of cattle at the more western 
n)iirkcts are not the same as at Chicago. Hence it is necessar^'^ to take 
account of the price movements \n ot\AeY m^vV.^.!^. 
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But it is evident that they should not be averaged together on the 
packing-point basis, because the prices in one market are on a higher 
level than the prices in the other markets. Although the differences 
in quality can not and should not be equalized, the prices of the com- 
modities whose quality is equal should be equalized. In general, it 
may be assumed that a steer of a given type will show about the same 
difference- in price between Kansas City and Chicago as the cattle 
freight between the two points, and the same for other markets west 
and southwest of Chicago. Thg,t is, the prices ai*e equalized, quality 
considered, when to the price at the given packing point the freight 
rate per hundred to Chicago is added. Or, to put it in another 
way, as Chicago di-aws cattle from all cattle raising and feeding 
States, it is proper to assume, for the purpose of getting a common 
or general price, that all cattle are marketed there and are woilh a 
price equal to the price actually received at the point of sale plus the 
freight between that point and Chicago. A price reckoned in this 
manner may be designated the cattle price on the Chicago basis. It 
should be clearly understood, however, what such a price table stands 
for and what it does not stand for. It presents a record of relative 
values of cattle which may be properly compared with the move- 
ments of total cattle supply and variations in the avemge quality of 
cattle. It does not represent the average proceeds of sale of cattle to 
cattlemen at the stock yards nor the average cost to the packers, 
because such sales and purchases are made at different points and 
under different circumstances with respect to the payment of trans- 
portation charges. 

If complete statistics of the cattle business were in existence, and 
were available, the cattle price might be reckoned at the original ship- 
ping point. In one sense this is the price that most concerns the cat- 
tlemen, because the price received at the packing point, i. e., the 
amount for which the cattle are sold in the stock yards, does not 
really show the net amount coming to the cattleman on account of the 
deductions for transportation, commission, etc. On the other hand, 
it must be remembered that to a considerable extent these differences 
in the cost of transportation have been discounted in the costs of 
land, etc., so that what one feeder pays out in extra freight another 
pays out in extra interest charges on investments. From this point 
of view the price at the shipping point would not show the position 
of the feeder better than the price at the packing point; it would 
simply show the differences in advantage of location with respect to 
cost of production and market facilities. In fact, as long as a single 
©arket is taken into consideration there is much to be said for the 
position that freight forms a true element of the cost of production 
and (roughly speaking) varies inversely with the value of land and 
the cost of feed. In an}'^ case practical conditions make \t \Y£i^o^^«>\\A^ 
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f,o reckon cattle prices at the shipping point, because comparatively 
few are sold on that basis, and there is no available record for such 
transactions on a large scale. 

As between the cattle price, Chicago basis, and the cattle price, pack- 
ing-house basis, as described above, the difference is not great either 
in positive or relative amount. This distinction is of more theoretical 
than practical importance. If, however, the prices in New York, 
Fort Worth, and other points at a great distance from Chicago and 
the other packing points were included in the plan this distinction 
would have more practical importance. . 

The conclusions of the foregoing discussion are that the general | 
cattle price should be reckoned in two ways: First, in order to get the 
cost of live cattle at packing points to compare with the price of beef, 
and to use in computing profits, the price of cattle should be computed 
on a true average, packing-point basis; second, in order to get a repre- ] 
sentative price for cattle wherein cattle of the same quality will be \ 
represented by the same price, the price of cattle should be computed j 
on a true average, Chicago basis. In order to obtain a true average, : 
the method will depend on the figures which are to be combined and ^ 
the purpose for which they are to be used. If the cattle prices are to ] 
be compared with beef prices in general, then the true average (pack- J 
ing-point basis) should be reckoned on the total slaughter of those j 
packing points for which cattle prices are combined. If a similar] 
comparison is to be made between the beef prices and the cattle prices i 
of a single packer, it is evident that the cattle prices for that particu- 
lar packer should be used and weighted according to the amount of 
business in the packing points for which his cattle prices are used. If 
the cattle price sought is the general cattle price of the industry, 
Chicago basis, then the price records of each packing point should be 
combined according to the total slaughter in the respective packing 
points. 

At the present stage of the discussion the cattle price to be deter- 
mined is the general cattle price, Chicago basis. The material for the 
computation of such a price has been presented in the discussion of 
the prices of the individual packing centers. To reduce these to a 
general cattle price, Chicago basis, it is only necessary to average 
them, weighted according to the total slaughter at each packing point, 
and include an allowance for freight calculated on the rate from each 
packing point to Chicago. The numbers passed at slaughter by the 
Federal inspectors, which include very nearly all cattle killed at these 
cities, are obtained from the reports of the Bureau of Animal Indus- 
try for each half year, and the same proportions are assumed to hold 
good for each month of that period. The freight allowance is calcu- 
lated by multiplying the freight rate from each packing point to 
Chicago by the amount slaughtered at that point, and dividing tb^ 
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p products by the total slaughter at all five points (including 
, These prices are shown in Table 52 and Diagram 7. 

KCE8 OF CATTLE SLAUGHTERED BY FOUR PACKERS AT THE FIVE CHIEF 
►INTS COMBINED (CHICAGO BASIS), BY MONTHS AND SEMIANNUAL PERIODS, 
1902, TO JUNE, 1904. 
i 



f Konth. 



1902. 



Weighted 
average, 

live price, 

Chicago 

basis. 



Month. 



1903. 



1903. 




May. 
June, 



Average 



July 

August 

September. 
October ... 
November. 
December . 



Average 



1904. 



January . , 
February , 

Marc!h 

April 

May , 

June 



Average 



Weighted 
average, 

live price, 

Chicago 

basis. 



$4.69 
4.50 



4.44 



4.87 
4.07 
3.93 
3.67 
3.63 
3.85 



3.92 



4.05 
8.93 
4.15 
4.43 
4.63 
4.90 



4.84 



5T to give the present inquiry into the prices of cattle a more 

character, and to show the courj^ic of events over a longer 

time than that for which the inquiry was speciall}'^ instituted 

course will tend to give greater certainty to conclusions by 

ig the eflfects of relatively transient influences), the prices of 

also compiled back to the beginning of 1898. For this more 

period less comprehensive and less representative material Is 

In view of the fact, however, that, as shown below, the 

> compiled for the longer period shows an extremely close 

m to the more comprehensive record obtained for 1902-1904 

aars which they cover in common, the doubt concerning the 

r of the earlier price record, which might be engendered by 

Lency noted above, is practically removed. 

>st available material for a record of prices during this earlier 

'cm any such source is from the cattle-purchase records of 

jO. For this company figures covering the whole business in 

>eef cattle back to 1898 are obtainable for Omaha and St. 

For Chicago they go back to the beginning of March, 1901; 

Eis City to the middle of 1902, and for St. Louis to the begin- 

1901. For no other packer are the statistics of cattle prices 

j^ like equal completeness. For the general course of prices 

898, therefore, Swift's prices have been taken as a basis, and 

from other sources has been taken to suppVemeiiit ^i^vfe ^^aHv^ 
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wherever it was needed. In the case of Kansas City, howBVB 
satisfactory record could be obtained back of 1902, and on that aoc 
Kansas City has been entirely omitted in making up the ^om\ 
record. In Chicago the following method was adopted to get a ; 
record previous to 1901. The prices of a certain large cattle 
chaser and packer were taken for the whole period from 1898 to ! 
For the years 1901 to 1^04 these prices were compared with tiie j 
of Swift and the average difference for each half year was comp 
These differences for each half year were subtracted from the fi| 
of half-yearly cattle prices from 1898-1900 (inclusive) for the 
anonymous purchaser and packer and the remainders were assmn 
be representative packers' prices for the respective periods in the 
cago market. In St. Louis the process was simpler^ Figaree 
obtainable for the whole business of Morris from 1898 to 19M 
these were assumed for the whole period as representative pric 
St. Louis. These figures for Morris include, of course, cutter 
canners, and are somewhat lower than the price of dressed-beef c 
but they have been accepted as the best available. These price 
reduced to a Chicago basis in the same manner, as in the preoi 
table; 1. e., the cattle-price records so obtained are treated as r 
sentative price records for the respective cities and are w©i| 
according to the half-yearly figures of cattle passed at slaughter, 
price record thus obtained is shown in the following Table 68 a 
Diagram 8. 

Table 68.— WEIGHTED AVERAGE LIVE PRICES OF CATTLE SLAUGHTERED Bl 
PACKER AT DACH OF FOUR CHIEF PACKING POINTS (CHICAGO BASIS), BY 
ANNUAT. PERIODS. 189&-1904. 



Period. 



1898. 

January-nJune 

July-December 

1899. 

January-June 

July-December 

1900. 

January-Jun e 

July-December > 

1901. 

January-June 

July-December 

1902. 

January-June 

July-December 

1908. 

January-June 

July-December 

1904. 
Janoazy-Jnne 



Weighted 
average live 
price, one 
packer at 
each of four 
markets, Chi- 
cago basis. 




Weil 

ayeia, 

price 

pack 

fivem 

Chicai 
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In order to fonn some opinion of the relation of the general cattle 
rice, computed from the combined prices of various packers at several 
Acking points for the period 1902-1904, to the cattle-price table for 
^98-1904, which has just been described, they may be compared for 
le years they possess in common, viz, 1902-1904. This is done in 
ible 53 and Diagram 8. 

An examination of this comparison of the two price records shows 
at they are substantially the same, and hence the course of cattle 
-ices as shown in the record for the period from 1898 to 1904 may be 
igarded as a satisfactory representation of the movement of prices 
>r that entire period. 

Sectioii 7. Interpretation of the movement of cattle prices. — 
he prices of cattle having been determined, it remains to interpret 
leir movements. In a preceding section of this discussion of cattle 
dees the various influences were considered which in general affect 
he price of cattle. The most important of these causes, and par- 
icularly those which are capable of being measured for successive 
)eriod8 of time, must now be brought into relation with the movement 
rf the prices of cattle. There are two influences especially that should 
)e considered here, namely, the changes in cost and the changes in 
iupply. In the discussion of the changes of supply account will be 
iaken of the changes in average live weight and of the dressing per- 
Jentage, which brings into consideration the most important elements 
>f quality. Finally, some consideration will be given to the move- 
Bent of the prices of the principal by-products, hides and fat. 

1. Movement of cost of production of cattle. — The movement of the 
5ost of production generally exercises a considerable influence on the 
price of a commodity, but it does not appear that there is a very direct 
correspondence between the costs of production of cattle and cattle 
prices. There is no statistical record of the actual changes in this 
fespect from year to year, although the changes in cost may be approx- 
imated, perhaps, by a comparison of the price movements of the prin- 
cipal raw materials of the cattle feeders. It may be assumed that the 
situation of the man who is both a cattle feeder and farmer is typical 
^f the business of producing shipper cattle; that is, the man who raises 
^part of his corn, but not necessarily or probably all that he needs 
for the whole feeding year. The principal elements of cost for pre- 
paring beef cattle are feeder cattle and corn. These together probably 
come to 75 per cent of the total cost of putting them on the market. 
Por the purposes of the present comparison, therefore, data are 
'Squired on three points — (1) the cost of feeders, (2) the cost of corn, 
[3) the selling price of beef cattle. The prices of these three com- 
Q^odities are presented for quarterly periods — 1901-1903 — in the 
l^ble which follows (Table 54). 



138 



THE BEEF INDUSTRY. 



Table 64.— CHICAGO PRICES OP BEEF CATTLE, FEEDERS, AND CORN, BY QUART 

1900-1903. 

[Beef cattle prices from one packer in Chicago, which were the only ones available for the i 
period. Prices of stockers and feeders, average of monthly means from Chicago Stock 
Annual. Prices of com, average of monthly means from Forty-sixth Report of Trade and 
merce, 1903. 



1900: 

'First quarter . . . 

Second quarter . 

Third quarter . . 

Fourth quarter , 
1901: 

First quarter . . . 

Second quarter . 

Third quarter . . 

Fourth quarter . 
1902: 

First quarter . . . 

Second quarter. 

Thltd quarter . . 

Fourth quarter . 
1903: 

First quarter . . . 

Second quarter. 

Third quarter . . 

Fourth quarter . 



Period. 



Beef cattle 

(per 
hundred- 
weight). 



$4.87 
4.86 

4.66 
5.11 
4.98 
6.17 

6.37 
6.35 
5.70 
4.70 

4.48 
4.76 
4.44 
3.82 



Feeders 

(per 
hundred- 
weight). 



»4.01 
4.20 
3.69 
3.38 

3.59 
3.74 
3.24 
3.14 

3.74 

4.09 
4.00 
3.48 

3.59 
3.78 
3.30 
2.92 



No 
com 
busb 



An inspection of this table and diagram shows for beef cattle. i 
corn a considerable similarity of price movement, and this is in sc 
respects even more marked for feeders. The similarity of feeder pri 
to beef cattle prices is probably partly due to the fact that to sc 
extent feeders and beef cattle are interchangeable; that is, when( 
tie prices are high even an unprepared or half -prepared animal 
value for beef production, while if prices are low neither of then 
in much demand. In the same way there is a certain relation of ( 
between a contemporaneous high price of corn and a high price of ( 
tie, but this is particularly true only when the corn price is maintaii 
at a high point for a long period, because it indicates to feeder 
probable high cost of production. 

It is very doubtful, however, if such a comparison of simultane 
price movements is appropriate for the problem under considerati 
viz, relations of cost of raw material to finished product, because 
has been pointed out above, the price of corn at the beginning of 
fall is probably more significant for dressed-beef cattle for the ensu 
nine months than the fluctuations from month to month. For the ' 
or summer quarter the current price is perhaps more important. Si 
larly, for feeder cattle; on an average it would be safe to allow pro 
bly six months between their purchase and sale as finished cattle. '^ 
following table (55) and Diagram 9 are constructed, therefore, on the 
lowing basis: (1) The cattle price is given chronologically by quart( 
(2) the corn price is given for the last quarter of the year at the c 
rent average for the quarter, for the first quarter of the next year 
the price of the preceding quarter plus interest at 2i per cent (10 
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«iit per year being assumed), at the second (quarter at the same price 
plus interest at 5 per cent, and at the third quarter at the current 
4uarterly price of corn; (3) the price of feeders placed opposite the 
current price of finished cattle is the cost of the feeders for the quar- 
ter six months previous. This shows the relative, not the absolute, 
estimated cost of feeders. 

Table 65.— PRICES OF BEEP CATTLE AT CHICAGO AND ESTIMATED CORRESPONDING 
r COSTS OF FEEDERS AND CORN, BY QUARTERS, 1900-1908. 



Period. 



t 



m 



First quarter . . . 
Second quarter. 
Third quarter . . 
Fourth quarter. 



First quarter . . . 
Second quarter. 
Third quarter . . 
Foorth quarter . 



First quarter f. 

Second quarter 

Third quarter 

Fonrtb quarter 

First quarter 

% Second quarter 

f Third quarter 

. Fourth quarter 



Beef cattle 

(cents per 

pound). 



4.87 
4.85 

4.66 
6.11 
4.98 
5.17 

6.37 
6.35 
5.70 
4.70 

4.48 
4.76 
4.44 
3.82 



Feeders 



(cents pe 
pound). 



er 



4.01 
4.20 

8.69 
3.38 
3.69 
8.74 

3.24 
3.14 
3.74 
4.09 

4.00 
3.48 
3.59 

3.78 



Corn 

(cents per 

bushel). 



40.7 
39.8 

40.8 
41.8 
54.8 
60.4 

61.9 
63.4 
62.9 
54.6 

56.0 
57.3 
50.6 
43.4 



In the preceding diagram a comparison of the prices of beef cattle 
With that of feeders fails to show any harmony of movement. The 
slight similarity in the movement of beef cattle and corn can not be 
regarded as due to a causal relation between them. It is important 
to observe the annual variations in the prices of corn and feeders, as 
WkiW as the movements during diflFerent seasons of the year. For the 
period 1900-1903 the annual price movement of corn was as follows: 





Year. 


Average 

price 
(centt). 


Index No. 


isoo 


38.3 
50.0 
69.9 
46.1 


79 


1901 


103 


1902 


123 


1906 - 


95 








Averatre 


48.6 


100 




- 





The annual movement of prices for stockers and feeders for 1900-1903 
is shown in the following table: 



Year. 



1900. 

X901. 
1902. 
19QB 



Average 



Average 
price. 



3.62 



Index No.a 





$3.83 


106.7 




3.43 


94.7 




3.83 


105.7 




3.40 


93.9 



100.0 



"This index number Is obtained by making' the average (48.6) equal to 100, an^ ^xi^^xi% XJcl^ t^^XVs^ 
^«Tie of the number for each year by proportion. 
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It appears that the elements of cost were low on the average in 1900, 
which would correspond to a low cost of production for beef cattle 
marketed in the fall of that year and in the first half of 1901. For 
the first half of 1901, on. the other hand, the costs averaged aboi^ 
normal, and hence the costs of production of beef cattle marketed in 
the last half of that 3^ear (1901) were about normal; but the prices of 
corn went up rapidly for the last half of 1901, and although there was 
some decline in the price of feeders in that period it appears sufficientlj 
evident that the costs of production were abnormally high for the first 
half of 1902. Since the price of corn remained equally high in the 
beginning of 1902, while the price of feeders was higher than in tbe 
last half of 1901, the cost of production for the second half of 1908 
was probably even higher. The same influences combined, in about 
the same degree apparently , to keep up the cost of production toahigk 
point in the first half of 1903. For the second half of 1903, on the 
other hand, the reduced costs* of corn and of feeders for the precedii^ 
half year tended to diminish the cost of prgduction. At the end of 
1903 corn averaged a little higher, but feeders were much lower, so 
that it appears that the cost of production for cattle marketed in the 
first half of 1904 was much lower, and probably lower than for any 
period since the first half of 1901. 

Sedson, — From the discussion of the variations in cost of beef cattle 
on account of the cost of the principal elements — i. e., the cost of com 
and of feeders — it has been made evident that the price movement from 
one season of the year to another is subject to important and divergent 
influences. One element of cost may be moving upward while the 
other is moving dow nward. So far as the feed-lot cattle are concerned, 
those marketed in the spring are presumably bunches that were bought 
at the low prices prevailing in the fall, while those sold in the fall 
comprised stock which had been bought at the high prices prevailing 
in the spring or had been held over from an earlier period, paying 
costs of keep and interest. The beef cattle marketed in the spring 
also had the advantage of preparation on feed acquired at the (usually) 
low prices of the harvest period and immediately devoted to making 
beef. Those sold in the fall, on the other hand, must be fed in gen- 
eral on corn which has the accumulated costs of interest. The possi- 
bility of using other feeds to some extent which are harvested during 
the summer (hay, etc.) tends to make this difference less pronounced. 
It would seem that so far as the season affects price, the cattle which 
have the greater cost of production are marketed in the fall, and the 
cattle the costs of production of which are the least are marketed in the 
late winter and early spring. 

But in attempting to compare costs of production and price move- 
ments it must not be forgotten that a considerable number of cattle 
. come from ranches and ranges. They are marketed, generally speak- 
ing^ from the middle of the summex t\\\\«L\ftk\TL\Jckfci'alL They hftvet 
low cost of production, wTaicYi iact i^a^ ^e\\ «^«» >i!ti^\x \\Awtf>x ^a^oa^ 
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tends to depress the level of prices Id the autumn. In any case it is 
not to be expected that the prices of cattle in different seasons of the 
year will show a uniform range of profit, because the prices at which 
they sell are fixed by other circumstances, as well as costs. 

It is generally believed that the cost of production of cattle is, and 
has teen, increasing. This is probably true, especially with respect 
to the cost of land. This does not have, apparently, a very great 
influence on the cost of production. Another cost that has advanced 
in recent years is the cost of transportation. This advance also is rela- 
tively small. The changes in labor costs do not appear to be signifi- 
cant. The price of feeders has not shown any general tendency to 
advance, though advance is predicted for the future. The price of 
corn, however, which rose rapidly to a great height in 1901, has 
remained at a high level since then. The price of cattle went up with 
the price of corn, but, though the corn price has remained at a higher 
level than previously, the prices of cattle have dropped very low. 

The available material for judging of the actual movement of costs 
k too imperfect to form either very sweeping or very definite con- 
clusions, but the indications are that the principal influence is the price 
of corn. It seems unquestionable that the high price of corn in 1901 
and 1902 was one of the most important causes for the great advance 
in the price of cattle at that time, and the sudden drop in the price of 
cattle in the fall of 1902 was due in part, though by no means wholly, 
to a contemporaneous drop in the price of corn. The cattle-feeding 
business is generally believed to be a rather speculative one, and it is 
natural, under 'Such circumstances, that the contemporaneous pros- 
pects concerning the prices of feeders and corn should have quite as 
much influence on the price of beef cattle as the cost at which they are 
actually produced. 

2. Supply of cattle. — The question of the supply of cattle has been 
considered previously both with respect to the sources of supply and 
also in respect to the general character of the influence of supply on 
cattle prices. The present problem is to determine the actual move- 
ment of supply from time to time for the period under investigation, 
and to find the relation of the same to the course of cattle prices which 
has already been determined. 

The question of the market supply of cattle in the broader sense — 
i. e., the potential supply of the cattle industry — has been treated 
already among other general topics relating to the character of the 
industry (Chapter III). Such statistics, however, have only an indi- 
rect relation to the present topic, which is concerned more particularly 
with that portion of the available supply which comes into the pack- 
ing centers and directh' influences the movement of prices there. If 
the statistical material were of a character to make it possible, it would 
be desirable to consider the increase and decrease oi tVi^ \»\a.\ V^^l 
herd of the United States from year to year, as ^^\\ a.^ ^Jai^ wxvccJcjfcx 

H. Doc, 382, 58-3 12 



142 THE BEEF INDUSTRY. 

shipped to the slaughter markets, because it is evident that these two 
facts are intimately connected. The nature of the statistical material 
available, however, is such that this would be quite impracticable, and 
information regarding yearly changes in the total herd can at best be 
only vaguely surmised. 

In respect to the number of cattle coming to market, however, there 
is valuable statistical material which shows the changes in condition 
from year to year. In the principal cattle markets of the country a 
record is kept of the number of cattle received and shipped. The dif- 
ference between these two figures is substantially the number of cattle 
slaughtered in that market. To include all receipts would involve 
extensive duplications. The number of cattle slaughtered is the sup- 
ply actually offered at the current price. If the scale of prices at a 
given time were higher, the number offered would be greater, and vice 
versa. Supply and price mutually determine each other. If the given 
supply is small or large, however, the price is high or low accord- 
ingly, provided the amount demanded is unchanged. 

In order to get a wide basis for the general study of the movement 
of the market supply of cattle the estimated local slaughter (difference 
of receipts and shipments) has been compiled for the following 24 cities, 
namely: Chicago, Kansas Cit}'^, Omaha, South St. Paul, Sioux Gty, 
St. Louis and East St. Louis, Indianapolis, St. Joseph, Milwaukee, 
Cincinnati, Cleveland, Philadelphia, Baltimore, Buffalo, Louisville, 
Detroit, Jersey City, New York (incomplete), Denver, Fort Worth, 
Portland, Oreg., San Francisco, and Boston. The figures for Omaha, 
Sioux City, East St. Louis, and Indianapolis include calves with beef 
cattle. These figures cover the annual slaughter from 1898 to 1903, 
inclusive. The table given below presents these figures, together with 
additional information concerning the total receipts, the percentage of 
local slaughter to total receipts, the estimated average live weight per 
head, and the estimated total live weight.^ 

« For Omaha and St. Joseph the true average weight of all dressed beef cattle killed 
by one packer by months since January, 1898, and for East St. Louis similar weights 
for all cattle killed by one packer, including canners and cutters, have been used; 
for Chicago the true average weights of all dressed beef cattle killed by one packer 
since January, 1901. For the years 1898, 1899, and 1900 the weights at Chicago w^ere 
determined by comparing the simple averages of the given weights at Omaha, St 
Joseph, and St. Louis for the years 1901, 1902, and 1903 with the given weights at 
Chic^o for these years, and the percentages of excess for Chicago over the averages 
for the other three markets was computed. These percentages were conaputed for 
semiannual periods and applied to the average weights at the three markets for each 
of the years 1898, 1899, and 1900, to obtain Chicago weights. The weights for the 
annual periods are true averages of the semiannual periods. These weights were 
adjusted by multiplying the weight at each market by the number of cattle passed at 
slaughter in that market for the period, and the quotient of this product divided by 
the aggregate number of cattle passed at slaughter has been used as the average 
weight of all cattle slaughtered at the 5 principal western markets and in the 24 
leading cattle centers. 
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TlBLI 66.— RECEIPTS AND LOCAL SLAUGHTER OF CATTLE AT TWENTY-FOUR LEADING 
CENTERS, BY YEARS, 1896 TO 1903, AND INDEX NUMBERS BASED ON THE AVERAGE 
FOR SIX YEARS. 

[Figures for receipts and local slaughter from the annual reports of the Bureau of Animal Industry.] 



Year. 


Total 
receipts. 


Total local 
slaughter. 


Percent- 
age local 
slaughter 
oi re- 
ceipts. 


Estimated live weieht of 
cattle Hlaughterea at 24 
l<»ding centers. 


Index 
numbers 

lo<'al 
slaugh- 
ter. 


Index 

numbers 

live 




Average. 


Total. 

5.737,834,900 
«,(W1,288,560 
6.2:«,124,K'V2 
7,028,825,990 
6.(J2:i.(>49,«J9:i 
7,517,503,552 


weight. 


1898 


9,180,717 

9,114,308 

9,640,488 

10.409,283 

10,860,209 

11,698,266 


4,968.626 
6,290,604 
6,610,711 
6,878,245 
6,264,627 
6,724,064 


64.06 
68.05 
57.16 
61.28 
57.64 
57.48 


1,156 
1,140 
1,132 
1,102 
1,059 
1,118 


84.8 

90.4 

94.1 

109.0 

106.8 

114.9 


87.9 


U99 


92.4 


1900 


95.5 


1901 


107.7 


1902 


101.4 


1908 


115.1 






Total 


60,893,220 
10,148,870 


86,121,776 
6,853,629 


57.68 
67.68 


1,116 


39,177,227,847 
6,529,537,975 






Average 













It should be clearly understood that this table does not purport to 
show positively anything more than the difference between receipts 
: and shipments of cattle. The assumption is made, and is approxi- 
mately correct, that the difference is about equal to the local slaughter, 
I and the live weight is merely estimated from general data. The fig- 
ures do not represent the total number of cattle slaughtered in the 
: country. There are several millions of cattle slaughtered locally every 
year of which no record is kept. 
An examination of this table shows an almost uninterrupted increase 
. in the number of cattle marketed from year to year in the above-named 
24 cities. This, as well as the relative number, appears in a simpler 
form in the index numbers of slaughter, which are based on the average 
annual number as 100. It will be observed that there was a decrease 
in supply in 1902. 

The fact of interest in the supply of beef cattle is not so much the 
total number as the total live weight. The computation given in the 
above table furnishes a basis of comparison for this quantity also. 
The actual movement is more clearly shown in the index numbers for 
live weight. A comparison of these figures with the figures of total 
supply, while revealing the same general movement in supply, also 
brings out the fact that the shortage in 1902 was more pronounced 
than would be indicated by the mere number of cattle killed. Accord- 
ing to the number, the supply in 1902 was about 98.1 per cent of that in 
1901, while according to live weight it was 94.2 per cent. Similarly the 
Supply in 1903 showed a much greater increase as compared with 1902, 
if the live weight is taken as the basis instead of the number of cattle. 
For purposes of comparison with prices, it will be more appropriate 
:o study the movement of the cattle supply in the 5 principal markets 
For which the statistics of prices have been obtained, viz: Chicago, 
^nsas City, St. Louis, Omaha, and St. Joseph. The following table 
fives the same information respecting the supply of cattle in these 
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markets, the average weights used for computing total weights being 
the same as before: 



Table 57. -TOTAL LOCAL SLAUGHTER IN NUMBER AND LIVE WEIGHT OF ALL CATTLE 
AT CHICAGO, KANSAS CITY, ST. LOUIS, OMAHA, AND ST. JOSEPH, 1898-1903. 



Year. 



1898 

1899 

1900 

1901 

1902 

1903 

Total... 
Average 



Total local slaughter. 



Number of 
cattle. 



3,732,752 
4,010,265 
4,321,155 
4,786,890 
4,947,241 
5,199,132 



26,997,435 
4,499,573 



Index 
number. 



83.0 

89.1 

96.0 

106.4 

110.0 

115.5 



Average 

live 
weight. 



1,156 
1,140 
1,132 
1,102 
1,059 
1,118 



1,115 



Local slaughter, live 
weight. 



Weight in ten 
thousands. 



431,506 
457,170 
489,155 
527,515 
523,913 
581,263 



3,010,522 
501,754 



Index 
number. 



86.0 

91.1 

97.6 

106.1 

104.4 

116.9 



This table may be compared with that for the 24 markets in order to 
judge how far the five markets alone are representative of the whde 
business. The widest variation in the index numbers of the number 
of cattle is in 1902,*when it amounts to only 3.1 on the basis of 100. 
There is even less variation in the index numbers for live weight. The 
figures of number slaughtered in the five cities show an increase for 
every year, but if account is taken of the live weight there is a slight 
decrease in 1902. On the whole the movement of supply as shown in 
the table for 5 chief markets is substantially similar to that shown in 
the table for 24 cities. 

in studying the question of supply it is important to push the inquiry 
back of the annual records, because the packing industry is to a con- 
siderable extent aflPected by seasonal influences. These influences prac- 
tically correspond to calendar half-year periods. Shortly after the 
middle of the year the grass-fed stock from ranch and range begins to 
come to market and continues for several months, the shipment season 
varying with the locality. In the following table, therefore, the same 
material is presented by half year periods for the principal markets: 

Table 58.— TOTAL LOCAL SLAUGHTER AND ESTIMATED TOTAL LIVE WEIGHT OF ALL 
CATTLE SLAUGHTERED AT CHICAGO, KANSAS CITY, ST. LOUIS, OMAHA, AND ST. 
JOSEPH BY SEMIANNUAL PERIODS JANUARY, 1898, TO JUNE, 1904. 



Period. 



January-June — 

1898 

1899 

1900 

1901 

1902 

1903 

1904 

Total 

Average .. 



Total local slaughter. 


Average 

live 
weight. 


Estimated total liTe 
weight of cattle. 


Absolute 


Index 


Weight in ten 


Index 


number. 


number. 




thousands. 


number. 


1,746,206 


89.2 


1,173 


204,713 


91.S 


1, 752, 681 


89.6 


1,172 


205,414 


91.8 


1,911,869 


97.7 


1,150 


219,865 


98.S 


2,021,492 


103.3 


1,133 


229,035 


102.S 


2,000,691 


102.3 


1,096 


219,076 


W.» 


2,307,627 


117.5 


1,146 


264,454 


m.i 


2,296,518 


117.4 


1,148 


263,640 


117.8 


11, 739, 566 






1,342,557 
223,759 




1,956,594 




1,144 




\ 


====^ 
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Tablb 58.— total LOCAL SLAUGHTER AND ESTIMATED TOTAL LIVE WEIGHT OF ALL 
CATTLE SLAUGHTERED AT CHICAGO, ETC.-Continued. 



Period. 



Jniy-December — 

1898 

1899 

1900 , 

1901 

1902 

1903 

Total 

Average 



Total local slaughter. 



Absolute 
number. 



1,987,546 
2,267,584 
2,409,286 
2,765,398 
2,946,550 
2,891,505 



16,267,869 
2,542,978 



Index 
number. 



78.2 

88.8 

94.7 

108.7 

115.9 

113.7 



Average 

live 
weight. 



1,142 
1,115 
1.118 
1,080 
1,034 
1,097 



1,094 



Efctimated total live 
weight of cattle. 



Weight in ten 
thousands. 



226,978 
251,721 
269,358 
298,663 
»04,673 
317, 198 



1,668,591 
278,098 



Index 
number. 



81.6 

90.5 

96.9 

107.4 

109.5 

114.1 



An examination of this table shows, in the first place, that the sup- 
ply is always considerably greater in the second half of the year than 
n the first, on the average about 30 per cent more; in the second 
)Iace, the average weight of the cattle is always greater in the first 
lalf year, though it averages only about 4 per cent higher. The com- 
)ination of these two factors gives a greater total live weight for the 
teeond half year than the first half year, which averages about 24 per 
jent more. 

If comparison is made of the movement of supply as shown in the 
ndex numbers of total live weight, it will be observed that the move- 
nents for the first half-year periods compared with one another do 
aot always show the same direction as the second half years consid- 
ered in relation to one another. From 1898 to 1901, inclusive, there 
syas an uninterrupted increase for both the first half years and the 
second half years. But in 1902 the supply falls oflf markedly in the 
Srst half year as compared with the first half year of 1901, while 
the supply in the second half year of 1902 shows an increase as com- 
pared with the second half year of 1901. In 1903 both half years show 
I large increase in total weight over the corresponding periods of 1902. 

It will be observed that on the whole there has been a decline in the 
iverage live weight. This is particularly marked for both half-year 
periods in 1902, as compared with corresponding previous half years, 
ind is one reason for the decline in the total live weight for that year. 
It is also noteworthy that there was a marked increase in the live 
weight for both half years in 1903, although not such a high weight 
was attained as for the average of the corresponding half years before 
1902. 

The relations between the movement of supply and the prices of 
cattle can be made more evident by a direct comparison. As the move- 
ments in the first half year are quite distinct from those in the second 
balf year, the comparison is best made between corresponding periods 
ol successive years. The prices given in the following table are on a 

Chicago basis. For the period 1898-1901, inclusive, the pric^ oi Q»lt\a 
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is taken from the general price table for one packer, while for the 
period from 1902-1904 the figures are for all packers (see p. 136). 

Table 69.— COMPARISON OF SUPPLl? AND PRICES OF CATTLE, BY SEMIANNUAL PERIODS 

1898-1908. 



Period. 



January-June — 

1898 

1899 

1900 

1901 

1902 

1908 

1904 

July-Deceinber- 

1898 

1899 

1900 

1901 

1902 

1908 



Estimated 






supply of cat- 
tle, total live 
weight, in 10 
millions of 


Increase (+) 
or decrease 

(-)• 


Cattle price, 

Chicago 

basis. 


pounds. 








Percent. 




205 




84.28 


205 





4.58 


220 


+ 7.8 


4.68 


229 


+ 4.1 


4.69 


219 


- 4.4 


5.44 


264 


+20.6 


4.44 


264 





4.36 


227 
262 




4.17 
4.53 


+11 


269 


+ 6.7 


4.41 


299 


+11.2 


4.47 


805 


+ 2 


4.37 


817 


+ 3.9 


8.92 



Increase (-H) 
or decrease 



PercenL 

+ 7*' 

+ 2.2 
+ 0.2 
+16 
-18.2 
-2.3 



+ 8.6 
-2.6 
+ 1.4 
-2.2 
-10.3 



It is evident, of course, that, other things being equal, an increase 
in supply will be accompanied by a decrease in price and a decrease in 
supply by an increase in price. But in connection with this general 
relationship it should be noted that in a country of steadily increasing 
population the normal average demand increases each year, so that il 
the supply remains constant it is to be expected that the price will 
rise. Examining Table 59 on this basis it will be observed that in 
the one case in which there was a decrease in supply (January-June, 
1902) it was accompanied by an increase in price, and that of the twc 
periods when the supply remained stationary (January-June, 1899 and 
1904), there was an increase in price in one of them. Considering firsl 
the period from January to June it will be noted that in 1899 the sup- 
ply showed no increase over the corresponding period of 1898 and the 
price advanced 7 per cent, which is certainly greater than would be 
called for by the increase in population and indicates a greater demand 
per capita, or an improvement in quality. In 1902 there was a decline 
in supply and consequently the price advanced sharply 16 per cent 
This was due to the scarcity of the supply. In the beginning of 1904 
the supply was again stationary as compared with the corresponding 
period of the previous year, but in spite of this the price declined 2.3 
per cent. The explanation of low prices at this time is partly to be 
found in the poor quality of the cattle, but as an equally poor quality 
and a greater supply sold at a higher price in the preceding period it 
seems necessary to seek the explanation of this fall in prices to » 
decrease in demand. Examining in the same way the movements of 
supply and price in the period from July to December, two excep- 
tions appear to the normal state of things. In 1899 and again in WOl 
there were marked increases in supply accompanied by advances in 
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it in the first case the quantitative elements were such as to 
) mere increase of population an inadequate explanation, 
comparisons might be pursued further, comparing especially 
56 of increase or decrease in supply with the degree of increase 
ase in price, but this is not necessary here. This aspect of 
er can be seen most easily by examining the following table 
Diagram 10. The most striking facts shown by this compari- 
•he decline in supply in the first half of 1902 and the corre- 
' large advance in price, and the very great increase in supply 
later and the very heavy fall in price. 

^KNERAL CATTLE PRICE (CHICAGO BASIS) AND WEIGHT OF CATTLE SLAUGH- 
AT FIVE CHIEF PACKING POINTS, BY SEMIANNUAL PERIODS, 1898-1904. 



Period. 



», 189S. 
er,1898 
^,1899. 
er, 1899 
^,1900. 
er, 1900 
d, 1901 . 
sr, 1901 
2,1902. 
«r, 1902 
3,1903. 
^r, 1903 
e,1904. 



Average 
live price 


Estimated 


total live 


of cattle, 


weight of 
cattle (in * 


per cwt.. 


Chicago 


millions of 


baHis. 


pounds). 


$4.28 


2,047 


4.17 


2,269 


4.58 


2,054 


4.63 


2,517 


4.68 


2,198 


4.41 


2,693 


4.69 


2,290 


4.47 


2,986 


5.48 


2,190 


4.46 


8,046 


4.47 


2,644 


3.97 


8,171 


4.40 


2,686 



scussion of the supply of cattle is not exhausted with the 
ation of the live weight coming to market. Another impor- 
Dr is the amount of beef per 100 pounds of live weight. This 
•nsiderably at different places, seasons, and years, and is a 

immediate importance in determining the effective supply of 
• the production of dressed beef. Given the live weight of 
uttle slaughtered, the dressed weight may be calculated from 
ling percentage of a sufficient number of cattle in the same 

for which records exist. General average dressing percent- 
'e been calculated on very extensive data from the books of 
e packers, covering four of the chief packing points, as 





Dressing percentage. 


Year. 


January- 
June. 


July- 
December. 




66.1 
56.7 
56.9 


54.7 




56.1 











ll dressed beef cattle of Swift & Co. at Chic^ago, South Omaha, Kansas 
^t. Louis, and of Armour & Co. at Chicago and East St. Louis (the latter 
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Applying these percentages to the figures of live weight given in 
Table 68 the total dressed weights are computed as follows: 



Year. 



1902 
1903 



Dressed weight. 



January- 
June. 



1,229,145,390 
1,499,556,240 



July- 
December. 



1,663,^4,580 
1,829,033,910 



According to the figures for live weight the supply in the first half- 
year of 1903 increased about 20.8 per cent over the same period in 1902, 
and in the second half-year of 1903 increased about 7 per cent over 
the same period in 1902. On the other hand if the dressed weight be 
taken into account the increase of the first half of 1903 over the first 
half of 1902 was 22 per cent, and the increase of the second half-year 
of 1903 over the second half-year of 1902 was 9.9 per cent. In 
other words, if account is taken of the dressed weight the increase in 
the beef supply was 13,144,560 pounds for the first half-year of 1903 
(as compared with 1902), which, on the estimated average dressed 
weight of 614 pounds for the first half of 1902, was equal to an addi- 
tion of 21,408 cattle of the kind slaughtered in 1902. In the same 
way the dressed beef obtained in the second half of 1903 was 42,654,220 
pounds greater than for the same period in 1902, which, on the esti- 
mated average dressed weight of 565 pounds for the second half of 
1902, was equal to an addition of 75,494 cattle of the kind slaughtered 
in 1902. Taking the two yearly periods, the increase in beef supply 
in 1903 as compared with 1902 would be equal to 55,798,780 pounds, 
equivalent to 96,902 cattle of the dressing weight of 1902. 

The fluctuation in the number of cattle coming to market from 
season to season has a distinct relation to the price movements of cat- 
tle. There is often an even more marked fluctuation in the monthly 
supply. The actual slaughter in the same five cities already considered 
is given below (Table 61) by monthly periods, together with the esti- 
mated live weight computed according to the average actual weight 
for leading packers. 

Table 61.— LOCAL CONSUMPTION OF CATTLE AT FIVE MARKETS (CHICAGO, OMAHA, 
KANSAS CITY, ST. LOUIS AND EAST ST. LOUIS, AND ST. JOSEPH) COMBINED, BY MONTHS, 
JANUARY, 1902, TO JUNE. 1904. 



Period. 



1902. 

January 

February 

March 

April 

May 

June 

Tuly.: 

August 

September , 









Index numbers. 


Number of 


Average 

livp 


Aggregate 
weight. 






cattle. 


weight. 


Number of 
cattle. 


Aggregate 
weight. 


418,661 


1,056 


441,687,356 


100.9 


99.0 


338,266 


1,076 


363,634,876 


81.6 


81.5 


321, 102 


1,089 


349,680,078 


77.4 


78.4 


312,631 


1,101 


344,206,731 


76.4 


77.2 


275,723 


1,096 


302,192,408 


66.6 


67.8 


334,309 


1,055 


352,695,996 


80.6 


79.1 


423,746 


1,009 


427,568,706 


102.2 


95.9 


430,649 


1,009 


434,423,941 


103.8 


97.4 


651,656 


1,005 


654,414,280 


133.0 


124.S 
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TlBU 6L— LOCAL GOKBnMPTION OF CATTLE AT FIVE MARKETS (CHICAGO, OHAHA. 
KANSAS CITY, ST. LOUIS AND EAST ST. LOUIS, AND ST. JOSEPH), COMBINED, BY MONTHS 
JANUARY, 1902, TO JUNE, 1904-Contlnued. 



Period. 



1902. 

October 

November 

December 

Total 

1903. 

Jvmary 

February 

MftRjh 

April 

Itoy 

June 

Wy 

Angost 

SeptOKber 

October 

November 

December 

Total 

1904. 

Juinary 

February 

March 

April ... 

Ifey 

June 

Total 

Totals: 

1902 

1903 

1904, January-June. 

30 months 

Average per month 



Number of 
cattle. 



662,801 
476,641 
501,168 



4,947,241 



434,766 
365,182 
371, 113 
394,134 
352,527 
389,916 
435,600 
478,331 
661,764 
634,741 
468,220 
412,849 



5,199,132 



426,222 
374,507 
377,671 
355,984 
386,719 
427,416 



2,296,618 



4,947,241 
5,199,132 
2,296,618 



12,442,891 
414,763 



Average 

Uve 
weight. 



1,008 
1,010 
1,061 



Aggreeate 
weignt. 



564,489,406 
481,407,410 
633,232,112 



5,149,623,293 



1,080 
1,113 
1,133 
1,132 
1.134 
1,101 
1,087 
1,079 
1,063 
1,052 
1,067 
1,095 



469,536,480 
406,447,566 
420,471,029 
446,159,688 
399,765.618 
429,296,415 
473,497,200 
616, 119, 149 
597,155,132 
562,547,532 
499,690,740 
452,069,656 



1,106 
1,110 
1, 122 
1, 120 
1,129 
1,096 



5,672,666,204 



470,296.632 
415,702,770 
423,746,862 
400,aS7,984 
879,026,761 
468,446,840 



2,568,066,739 



5,149,623,293 
6,672,666,204 
2,668,056,739 



Index numbers. 



Number of 
cattle. 



186.7 
114.9 
120.8 



1,192.8 



104.8 

88.0 

89.5 

95.0 

85.0 

94.0 

105.0 

115.3 

136.5 

129.0 

112.9 

99.5 



1,258.6 



102.6 
90.3 
91.1 
85.8 
80.9 

103.1 



553.7 



1,192.8 

1,253.6 

563.7 



13,380,336,286 
446,011,208 



3,000.0 



Aggregate 
weignt. 



126.6 
107.9 
119.5 



1,154.6 



106.3 
91.1 
94.3 

100.0 
89.6 
96. 

106. 

116. 



3 
2 
7 



133.9 
126.1 
112.0 
101.4 



1,271.9 



106.4 
98.2 
96.0 
89.9 
86.0 

105.0 



673.6 



1,154.6 

1,271.9 

673.5 



8,000.0 



For convenience the figures in the above table, expressed in millions 
of pounds, are repeated in the following table (62) in comparison with 
the average monthly price for cattle by the leading packers (taken from 
Table 52). 

Table 62.— COMPARISON OF TOTAL SLAUGHTER AT FIVE MARKETS, WITH CATTLE PRICE, 

BY MONTHS, 1902-1904. 



Period. 



Jaauary . . . 
February . . 

March 

AprU 

Kay 

Jane 

July 

August 

S^ember. 
October ... 
November. 
December. 



1902. 



January.. 
February. 
March 



1903. 



Live 
weight 
(in mil- 
lions of 
pounds). 



442 
364 
350 
344 
302 
353 
428 
434 
554 
564 
481 
533 



470 
406 
420 



General 
average 

price 
(Cnicago 

basis). 



/ 



$4.80 
5.00 
5.53 
5.98 
6.11 
5.53 
6.13 
4.56 
4.23 
4.13 
4.07 
4.12 



4.02 
4.21 
4.44 



Period. 



April 

May 

June 

July 

August 

September. 
October . . . 
November. 
December . 



1903. 



1904. 



January . 
February 

March 

April 

M!ay , 

June 



Live 
weight 
(in mil- 
lions of 
pounds). 



446 
400 
429 
473 
516 
597 
563 
500 
-452 



470 
416 
424 
401 
^^ 



General 
average 

price 
(Chicago 

basis) . 



$4.77 
4.59 
4.50 
4.37 
4.07 
3.93 
8.67 
3.63 
8.85 



4.05 
8.93 
4.15 
4.43 
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As pointed out on page 104, there is not, and should not be expected, 
so close a relation between the supply of cattle and the prices of cattle 
for single months as for longer periods of time. Nevertheless certain 
significant relations appear in the above tables. 

An examination of these two tables shows extraordinary variation in 

1902. The number of cattle in January was about 52 per cent greater 
than in May, and in October it was about 104 per cent greater. The 
great fluctuations in supply in 1902 were highly abnormal. The year 

1903, however, shows very considerable fluctuations also. Between May 
and September there was an increase of about 59 per cent, and by the 
following December the number had fallen off by 42 per cent. Live 
weight, however, is a more reliable basis than the number of cattle to 
reckon the movement of supply, and a comparison on this basis indi- 
cates less marked variations. In 1902, for example, the greatest fluctu- 
ation, as before, was between May and October; but it was only 87 
per cent instead of 104 per cent. In 1903 the greatest fluctuation was, 
as before, between May and September; but the increase was only 49 
per cent instead of 59 per cent. 

An examination of this table shows that the monthly movements in 
1902 as well as the annual movement were of an extraordinary char- 
acter. The customary decrease of supply in the spring months of 
that year were highly accentuated, and in May the number killed 
declined to an unusualh^ low figure. The cattle also were of very 
light weight, especially for that season of the year, which made the 
scarcity of cattle more strongly felt. Hence the price rose very rap- 
idly in the spring months and reached its maximum in May, the same 
month in which the slaughter sank to its lowest mark. In June the 
shipments to market reached nearly a normal figure and the average 
price broke about 75 cents per hundredweight. This was not due to 
the shipments of grass-fed and Western cattle, but to the natural 
response to very high prices from the usual sources of supply. In 
July, when the season of Western shipments may be said to begin, 
there was a great increase in supply and another considerable decline 
in price. August showed the same characteristics. 

The enormous shipments of the two following months, September 
and October, indicates a veritable panic in the cattle market. The 
unusually lif>ht weight of these cattle shows that they were not prop- 
erl}^ finished. Prices continued to decline, though not abruptly as at 
first, supported probably by the usual seasonal increase in demand. 
The reason why there were so few cattle coming to market in the 
spring of 1902 is undoubtedly to be looked for in the very high price 
of corn since the preceding harvest. In 1902, however, there was a 
better crop and prices fell rapidly in the autumn. It seems likely that 
the unusual anxiety of the cattle shippers to market their stock was 
due to anticipations of a rapid fall in the price of cattle when feed 
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became more abundant and cheaper. The price of corn, therefore, 
.seems to have exercised a dominating influence on the situation. 

The year 1903 presents a different aspect. Prices were at a low 
point at the beginning of the year and rose during the first four months 
in a normal manner, the monthly cattle shipments being considerably 
reduced and the quality higher as indicated by the greater average 
weight. The market turned again in April and declined slowly with 
the gradual increase of shipments until August, when it took a sudden 
drop and, in the face of very heavy shipments in September and Octo- 
ber, sank to the lowest point in the entire period under consideration 
(1898-1904). The quality of the cattle, nevertheless, was markedly 
better in the fall of 1903 than in the fall of 1902. The price of corn 
throughout the year 1903 was from 10 to 15 cents lower than the pre 
ceding year, which favored the maintenance of lower cattle prices, but 
it was not so low as in the years previous to 1901. 

The first half of the year 1904 showed a movement of cattle to mar- 
ket about equal in number and quality to that in the first half of 1903, 
but the market proved much better and the prices advanced strongly 
up to the end of June, when they reached a point higher than any time 
during the preceding year. At the end of this half year the imminence 
of the packing-house workers' strike strongly supported the upward 
movement. 

3. Value of hy-prodticts. — Another important, though subordinate, 
circumstance influencing the price of cattle, which can be traced statis- 
tically, is the variation in the value of the by-products. This subject 
will be treated in detail in the chapter on profits; it is suflBcient at this 
point to indicate the general relationship to the movement of prices. 
There are only two by-products which require consideration here, 
viz, hides and butter fat. 

The movement in the value of hides is shown by the following sum- 
mary table, giving the average value of hides per pound from the 
market reports of the Shoe and Leather Reporter.^ 



Year. 


Average 

value of 

packer 

hides. 


ISgg 


Cents per lb. 
10.04 


Ig99 


11.02 


1900J 


10.61 


1901 


10.87 


1902 


11.55 


1903 


10.28 


1904 


10.63 







An examination of the annual figures given above shows a decided 
advance in the price of hides in 1902 as compared with the two pre- 

«Ck)mpiled from the Shoe and Leather Reporter and from reports of the Chicago 
Board of Trade. 
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ceding years, and an even greater decline in the year following (1903). 
In 19CM: there was a considerable advance. For the present analysis 
it is better to give these prices by semiannual periods for the last 
three years. 

Ce&ts. 
1902, Jamiary-nJune 11.09 

1902, July-December 12.00 

1903, January-June 10.63 

1903, July-December 9.98 

1904, January-June 10. 06 

These market prices show that while the prices of hides were rela- 
tively high in the first half of 1902 they were even higher in the sec- 
ond half, when they reached the highest point for many years. There 
was a very great decline in the first half of 1903, and a still further 
decline in the second half of the same year. In the beginning of 1904 
there was a slight advance. These price figures may be compared 
with the actual average proceeds of the packers. The following table 
gives the actual average proceeds on all kinds of hides for three pack- 
ers at their plants in five or six packing points: 

CentSL 

1902, July-December 11.82 

1903, January-June 10.42 

1903, July-December 9.74 

1904, January-June 9. 61 

These figures show a movement very similar to the market prices 
quoted above, and the two together furnish a reliable basis for estimat- 
ing the effect of the value of hides on the price of cattle. 

The high price of cattle in the first half of 1902, it is evident, was 
favored by the fact that the price of hides was unusually high; but the 
great fall in prices in the second half of the same year occurred in spite 
of the fact that the value of hides had advanced to an abnormal height 
This was due to the more powerful influences, especially to the great 
increase in the supply of cattle, which has been discussed above. In 
1903 the lower value of hides was an element in fixing prices at a lower 
range for that year, and the especially low value that they reached in 
the second half of that year contributed sensibly to the extraordinarily 
low prices of that period. 

The only other by-product to which attention need be called here is 
the value of butter fat, which is the material from which oleo oil and 
stearin are made. The following table shows the movement of market 
prices of these two commodities, namely, the average market price of 
oleo stearin at New York and the average declared value of exports of 
oleo oil 1898 -1904: « 

« Price of oleo stearin compiled from annual reports of the New York Produce 
Exchange; value of oleo oil from the Monthly Summary of Ck)mmeree and Finance. 
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Year. 



1898 

1899 

1900 

1901 

1902. 

1908 

1904 



Value of 
stearin per 
hundred 
pounds. . 




Value of 

oleo oil per 

hundred 

pounds. 



95.97 

7.00 
7.22 
7.90 
9.65 

8.57 
7.78 



The annual average prices for these products show similar move- 
ments, viz, a continuous increase in value up to 1903, which was 
partieolftrly marked in 1902. In 1903 both showed a heavy decline. 
For comparison with the figures of cattle prices it will be more con- 
venient to use the semiannual prices for the more recent years; these 
are presented in the following table: 



Period. 



1902, January-June .. 

1902, July-December , 
1908, January-June .. 

1903, July-December , 

1904, January-June . 



Value of 

stearin per 

hundred 

pounds. 




Value of 

oleo oil per 

hundred 

pounds. 



99.88 
9.97 
9.20 
7.96 
7.66 



The prices of these two products show a substantially similar move- 
ment. Both were relatively very high in the first half of 1902, and 
increased in value in the second half of the year. Their relation to 
cattle prices was, therefore, quite similar to that of hides, viz, they 
aided to advance the price in the first half of the year (1902), but were 
naturally powerless to offset the very strong influences which caused a 
decline in the second half of the same year. Both show a very great 
decline in price in the first half of 1903, which aided to retard the 
usual upward tendency in that season, while the fact that they reached 
a much lower level in the second half of 1903 contributed somewhat to 
the extraordinary depression of prices at that time. For comparison 
with the above market prices of these by-products the following table 
is given of the proceeds of sale, taken from the same packers' accounts 
as that given for the similar table for hides: 



Period. 



1902, July-December. 
IWK^ January-June . . 
W08, July-December. 
1904, January-June . . 



Average value of but- 
ter fat. 



Per head. 




Per hun- 
dred- 
weight. 



90.34 
.36 
.21 
.25 



\ 



A comparison of these figures of proceeds shows that the total results 
of the sales of the various grades of these products were substantially 
the same as that indicated by the course of market pric^^. 
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4. Swmiw/ry of the ccmses affecting the •prices of cattle, — ^Tke condi- 
tions affecting the price movements of cattle, which have been consid- 
ered above, viz, cost of cattle, supply of cattle, and value of by-prod- 
ucts, when combined show pretty clearly the chief determining causes. 
An exact balance of the force of these movements is of course imposri- 
ble, but the general effects may be summarized as follows: 

The high price of cattle in the first half of 1902 is to be explained 
in the first place by the high price of corn at that time and in the 
period immediately preceding. This led to a decline in cattle feeding, 
and caused a short supply of cattle, and as a result of this the price of 
cattle rose rapidly, in spite of a low average weight. This advance in j 
the cattle price was assisted by the fact that the prices of by-products ] 
in that period were all at a high level. This rapid advance in the price \ 
of cattle seems to have stimulated shipments from cattlemen both for ^ 
finished and partly prepared cattle, and it is probable that this action 
on their part was stimulated by the fact that the prospects of low 
prices of corn and cheaper costs of production made them eager to get . 
rid of stock which the high prices of cattle had led them to put on 
feed, and which had been raised on the basis of high costs for com. 
Hence very large supplies were shipped to a market which was already 
declining on account of the future prospects of cheaper feed, and as a 
consequence the market became demoralized and prices fell very low. 
The low average weight of the cattle shipped during this period, indi- 
cating an inferior quality of beef, aided to depress prices. This decline 
in price was counteracted to some extent by the very high value of 
hides and stearin. 

The improvement in prices in the first half of 1903 followed a nat- . 
ural movement of the trade at that period of the year, when the ship- 
ments are smaller and the cattle of a heavier weight, but it was at a 
lower level than previously on account of the lower price of corn, 
while the sharp declines in the values of the chief by-products helped 
to prevent any considerable advance in price. In the second half of 
1903 the great number of cattle shipped to market, under costs of pro- 
duction that continued to be low, again produced a heavy decline, 
although the average weight of the cattle was higher than in the pre- 
ceding year. On the other hand, the continued decline in the value 
of by-products, especially of butter fat, accentuated the fall of cattle 
prices. The first half of 1904 showed the usual improvement in prices. 
The number of cattle shipped showed a slight decline as well as the 
total live weight, but this influence, though a powerful one, was coun- 
terbalanced in a large degree by the fact that the prices of corn, and 
henco the costs of production of fat cattle, had markedly declined. 
The low value of by-products in this period also tended to keep prices 
from rising as high as would have otherwise been the case on account 
of the shortage of supply. Prices did not rise, therefore, quite so high 
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s in 1903. At the end of the first half of 1904 the imminence of a 
trike at the packing houses was recognized and was an influence that 
promoted the advance of prices of live cattle. There is one element 
bat has not been considered in the interpretation of the movement of 
atUe prices, namely, the influence of demand, except in so far as this 
8 expressed by the price paid for cattle. A thorough investigation of 
he influence of demand requires a comprehensive study of the beef 
oarket and the prices of dressed beef. 

n. BEEF. 



Section 8. Description and classification of dressed beef. — The 

principal product in the slaughter of cattle is beef. Beef appears in 
lade in several distinct forms. The principal commodity is dressed 
>eef, i. e., fresh beef in carcasses, sides, etc., but there is an immense 
imount that goes in trade in other forms, especially frozen, canned, 
md cured meat. It is with dressed beef, however, that we are con- 
«med here. 

The carcass of beef when shipped to market is generally sent in 
mxed carload lots with some gradation as to quality. These methods 
)f distinction take the form of a simple classification, such as fancy, 
prime, choice, good, fair, or medium, etc., or, more simply still, by 
etters, such as A, B, C, D, etc. Such terms have no very constant 
^alue, and the grade described as ^' prime" in one carload lot might be 
called *'good" in another. As a conmiodity in trade, however, dressed 
beef does not show quite so wide a variety in classification as the live 
uiimal. Generally the inferior animals slaughtered have been sent to 
Uie canning factory, so that dressed beef comes from the better part 
only of the slaughter. 

Beef in the wholesale market is also distinguished according as the 
whole or a paiii of the carcass is sold. Most of it is sold to retailers as 
carcasses or sides, but a considerable amount is sold in the shape of 
quarters and in cuts from the different parts of the carcass, e. g., loin, 
rib, round, rump, chuck, brisket, clod, etc. In the case of quarters 
or particular cuts the prices per pound for beef from the same carcass 
vary greatly with the quality of the meat contained therein. 

When the live animal is converted into finished products the latter 
must be sold according to their market value, which will depend essen- 
tially on their intrinsic utility, and not on the cost of the raw material. 
In feet, the value and cost of the raw material is practically deter- 
mined by the value of the products. The buyer, however, is not 
always able to divine the real selling value of the mw material, and 
consequently the selling value of the products must be subsequently 
compared with the prices paid for cattle in order to determine the 
accuracy of the judgment of the cattle buyer. Unfortunately t!\^ 
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relation between cost of individual banches or classes of cattle 
and the selling price of the products, particularly dressed beef, is not 
generally recorded in such a manner as to make possible these com- 
parisons with much exactness and detail. To keep complete records 
for all cattle by which accurate comparison of the cost of different 
kinds and grades of cattle and the prices of the corresponding grades 
of beef, so that, for example, the Native-steer product could be followed 
into the meat market, would entail an enormous bookkeeping expense 
on the part of the packers. 

The packers themselves, owing to the lack of a record of this kind, 
must judge of results, in a rough manner, from the differences between 
costs and selling prices on specific lots of dressed beef shipped to dif- 
ferent points. They naturally hope to get a satisfactory margin on 
each lot of stuff shipped. In this way costs help to fix the selling 
prices, and if the market of sale were of a quasi-monopoly character 
it would be possible for them to do this to a certain extent, irrespectire 
of the intrinsic utility of the commodity used. 

For the present comparison of beef and cattle prices the point to be 
emphasized is this, that while it is possible to show great variations 
in the raw material (live cattle), it is not possible, statistically, tofol- 
low these distinctions into the beef market, because the necessary record 
is not available. 

Section 9. Sources of snpply of beef. — The sources of beef supply ; 
in the domestic market mav be distinguished as (1) packers' beef, pro- 
vided by concerns which do a shipping business; (2) local slaughter, 
flust what proportion the chief western packers probably supply is 
discussed in Chapter III. Probably they furnish less than one-half of 
the fresh beef of the country. Most of this comes from the western 
packing points in a refrigerated condition, and this is the kind of beef 
known in trade as western beef. There is, of course, a considerable 
amount of refrigerated beef produced by large local slaughterers in 
large consuming points in the East, etc., who handle products in 
essentially the same manner as the large packers. The imports of 
beef are insignificant, and probably there is no importation of dressed 
beef at all. 

It is impossible to give the sources of beef in statistical form, because 
the amount of the local slaughter can not be reduced to this basis. It is 
impracticable also to give the total amount of dressed beef slaughtered 
b}^ the large packers. In some cases their books do not show these facts, 
except in detailed form. The nearest approach to a determination of 
the beef supply is the number of cattle slaughtered, but of course » 
very considerable proportion of the cattle are destined for the produc- 
tion of canned and cured meats. This proportion differs for different 
packers and also from time to time for the same packer. For beef 
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supply, therefore, in default of better material, the figures concerning 
the supply of cattle are the best basis. 

Section 10. Beef markets.— In the packing industry the wholesale 
markets for beef, in contrast to the markets for cattle, are very 
numerous and widely distributed. This is a necessary circumstance, 
because the technical conditions of the fresh-meat industry require 
Uiat the business of distribution for the bulk of the trade should be 
undertaken by the packers themselves. This is due particularly to 
the fact that fresh meat must be dispatched in refrigerator cars and 
icing plants must be supplied on the main routes of traffic, for which 
an elaborate equipment is required. Hence the wholesale beef trade 
k transacted at a great number of localities, including many small 
towns, instead of at the places of production, or at general market 
centers, such as New York. 

- The general market for beef may be divided into two parts, (1) 
domestic, (2) foreign. The foreign market, though of some impor- 
tance, does not require special consideration here; almost all the 
dressed beef exported goes to the United Kingdom. The domestic 
trade of the large packers shows a very uneven development in different 
parts of the country. It is not possible from the statistical material 
available to delimit this distribution precisely. It is nevertheless well 
known that the main part of their business is in the region east of the 
Mississippi and north of the Ohio and Potomac, that their business in 
the South is comparatively light, as also in the corn belt and in the 
Far West. This follows partly from the above-mentioned circum- 
stances regarding the density of population. It is worth while, there- 
fore, to note the distribution of population in this connection. In 
1900 the distribution of population by States was as follows: 



North of the Ohio and Potomac and east of the Mississippi « 
SoDth of the Ohio and Potomac and east of the Mississippi b 
West of the Mississippi o 



Total. 



Population. 



38,405,053 
16,618,458 
20,971,062 



75,994,673 



Per cent of 
total. 



50.5 
21.9 
27.6 



100.0 



a Not including Minnesota east of the Missi8sipi)i. 
b Not including Louisiana east of the Mississippi, 
c Including all of Minnesota and Louisiana. 

Keeping in mind these facts regarding the distribution of popula- 
tion the following statement of an officer of the largest dressed-beef 
packing company shows where most all of the beef is sold so far as the 
domestic market is concerned. The domestic beef markets for the 
latge packers are described by Mr. E. F. Swift, as follows: 

"Generally speaking, I should say that New England receives a 
very large proportion of dressed beef from the western packing cen- 
ters, and the farther west you come the smaller the proportion supplied 

H. Doc. 382, 58-3 13 
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by the western packers. Possibly "the proportion decreases from 
about 65 per cent in New England to 10 per cent in a great many 
points in Iowa, Nebraska, Texas, Colorado, and Montana. Possibly 
the western packers supply 40 per cent of the beef consumed in the 
Southern States. When I speak of the proportion of the beef supply 
furnished by the western packers I include the consumption not 
merely of the towns, but of the rural districts. I think to a consider- 
able extent the iiiral districts use western dressed beef in some parts 
of the country. The refrigerated beef is preferred by a great many, 
and in many rural districts they do not refrigerate beef, being without 

refrigerators. 

* » * * * » 

''There is a material difference at different seasons of the year with 
respect to the proportion of beef supplied by the western packers in 
smaller towns of the Middle West and Eastern States. It is my opin- 
ion that during the late summer and fall a larger number of cattle are 
killed locally at small places throughout the United States than is true 
at other periods of the year, there being a larger and more suitable 
supply of cattle to be obtained locally by the butchers." 

The following statement of J. O. Armour, the chief of the second 
largest packing concern, confirms and supplements the testimony 
quoted above : 

''In my opinion, the Armour, Swift, Morris, Schwarzschild & Sulz- 
berger, Cudahy Packing, and the National Packing companies will 
together slaughter probably between 40 and 50 per cent of the total 
slaughtering of cattle in the United States. There is, however, no 
precipe information regarding cattle killed locally. Nor do I know 
precisely what proportion of the cattle concerning which there is a 
record is killed by these six packers. In all parts of the country there 
is a large amount of beef locally slaughtered. In New York and the 
New England States this beef consists largely of dairy cows. This 
section of the country is becoming more and more a dairy country and 
the cows are slaughtered ultimately for beef. The male calves are 
mostly slaughtered for veal, so that the number of steers raised is not 
large. The proportion of beef which is supplied by the western 
packers is less in cities such as Pittsburg, Cleveland, Buffalo, Detroit, 
and the like, than in New York and New England. In agricultural 
States like Ohio, Indiana, and Michigan a great many cattle are raised 
and slaughtered locally, so that western packers do a smaller propor- 
tion of business. In the Southern States the western packers as yet 
supply a very small proportion of the beef consumed, but the people 
there are learning to appreciate the western dressed beef and the trade 
is growing. 

*'In the Middle West, the territor}^ more or less encircled by the 
large packing centers, which is wholly an agricultural and largely a 
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e first case the quantitative elements were such as to 
nerease of population an inadequate explanation, 
isons might be pursued further, comparing especially 
jrease or decrease in supply with the degree of increase 
price, but this is not necessary here. This aspect of 
be seen most easily by examining the following table 
n 10. The most striking facts shown by this compari- 
ine in supply in the first half of 1902 and the corre- 
idvance in price, and the very great increase in supply 
id the very heavy fall in price. 



CATTLE PRICE (CHICAGO BASIS) AND WEIGHT OP CATTLE 8LAUQH- 
S CHIEF PACKING POINTS, BY SEMIANNUAL PERIODS. 1898-1904. 


Period. 


Average 
live price 
of cattle, 
percwt., 
Chicago 
baHis. 


Estimated 
total live 
weight of 
cattle (in ' 
millions of 
pounds). 




94.28 
4.17 
4.58 
4.53 
4.68 
4.41 
4.69 
4.47 
5.48 
4.46 
4.47 
3.97 
4.40 


2,047 
2,269 






2,054 
2,517 
2,198 
2,693 
2,290 
2,986 
2,190 
8,046 
2,644 
8,171 






















2,686 





n of the supply of cattle is not exhausted with the 
f the live weight coming to market. Another impor- 
B amount of beef per 100 pounds of live weight. This 
ibly at diflerent places, seasons, and years, and is a 
iate importance in determining the effective supply of 
oduction of dressed beef. Given the live weight of 
ughtered, the dressed weight may be calculated from 
rcentage of a sufficient number of cattle in the same 
ich records exist. General average dressing percent- 
calculated on very extensive data from the books of 
ers, covering four of the chief packing points, as 





Dressing percentage. 


Year. 


January- 
June. 


July- 
December. 




56.1 
56.7 
56.9 


54.7 




56.1 











id beef cattle of Swift & Co. at Chicago, South Omaha, Kansas 
3, and of Armour & Co. at Chicago and East St. Louis (the lattcir 
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ark, with East Orange, and (6) Providence, with Pawtucket, show a total 
beef trade of 43,406,979 pouiids, or about ILl per cent of 4he total 
business* These cities (populatioti In 1900 aboUt 2,100^000) also haV^ 
a, shatig of the bUsiiiess greatly Out of prdportioil i<) their population. 
Adding to the cities already mentioned l6 bthfei^ cities aiid towiis 
north of the Ohio and east of the Mississippi (sdiiie large ahd feorii^ 
small towns) with an aggregate population of about 800,000, and sales 
of 27,748,387 pounds, the total sales amount to 190,388,252 pounds, 
Or 48»68 per cent of the grand total. As 50 per cent of the population 
of the emiutry is tlorth of the Ohio mA Potomac and east of the Mis- 
sissippi, atid the abdve-m^ntioned 26 ditieS ahd tdWris iil that 1-egioll 
embrace within their mUnieipal limits oiiljr abdut 959Od;0O04 W2Qp^t 
CfeUt of the population of that regioii^ it is fevideiit that the amoUnts of 
beef sold there are greatly in excess of their proportion of popUlatioti; 

In the cattle market it is evident that the numerous cattlemen as 
sellers of cattle would be at a considerable disadvantage in trading 
with the comparatively small number of packers, who are the chief 
buyers of beef cattle. In cei"tain leading beef markets where the 
western packers supply the larger part of the consumption the sit- 
uation is in the main reversed; here the sellers are comparatively few 
and the buyers numerous, with a .consequent advantage to the for- 
mer. In the distribution of dressed beef the packers generally ship 
the product in their own refrigerator cars to the wholesale market, 
where thej^ have their own ice boxes or coolers* At these points the 
local meat dealers make their purchases. The number of sellers is 
generally less than the number of buyers. Probably the packers are 
able to dictate the prices to the retailers in some markets within such 
limits as the conditions of the retail trade and of the demand of the 
consumer will allow, but in those regions where there is a consider- 
able local slaughter the price of beef in the wholesale trade is prob- 
ably governed as directly by the forces of free competition as in most 
other products. One fact, at least, is clear and should not be forgot- 
ten, and that is, that the packers are exposed to the disadvantage of 
having to market a product which to a large extent is quickly perishable 
(dressed beef), and hence must be sold within a short period for what 
it will bring. In cases of sudden and large decline of demand (e. g., 
in Boston during the packers' strike, July, 1904) this may necessitate a 
very great reduction in price in order to make a sale. 

Section 11. Principal circumstances affecting the price of beef- 
Before presenting or analyzing the prices of beef, it will conduce to a 
better understanding of the movements of prices, if some of the prin- 
cipal circumstances that influence them are explained and illustrated. 
It will be convenient to consider these circumstances under certain 
two general heads: (1) cost of beef, and (2) markets. Under each of 
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these topics a variety of influences are at work which affect the move- 
ment of prices. 

(1) Cost of heef. — Necessarily one of the fundamental conditions 
which influence the movement of beef prices is the cost of production 
of beef. Information on this point is of a very extensive and compre- 
hensive nature, and is discussed in detail elsewhere in this report. 
The chief elements of cost are (1) the live cost of the cattle, (2) the 
dressing percentage, (3) the cost of killing, (4) the expense of sale, 
and (5) the value of by-products. It is evident that the items of cost 
noted under (2) and (5) are discounted in the live cost of the cattle, 
nevertheless, these items should also be discussed separately. 

Coat of cattle. — ^The extensive information furnished by the packers 
concerning the actual cost of the live cattle used in beef production 
gfives, of course, the principal basis of cost. The cost of cattle is by 
far the most important element in the cost of dressed beef. On the 
actual gross cost of dressed beef (not deducting credits for by-products) 
the cost of the cattle is probably about 80 per cent of the total cost of 
dressed beef including selling expenses, where the live price is $4.50; 
if the live price were $5.50 this element of cost would be about 5 per 
cent greater. From the preceding discussion of prices, it has been 
made evident that this element is one that shows a considerable varia- 
tion from year to year, and even from one season to another. Thus, 
taking all dressed beef cattle for all the packers computed in five chief 
packing centers combined, the average cost to the packers at the pack- 
ing house showed a variation from $6 per hundredweight in May, 
1902, to $3.51 in November, 1903, and for half-year periods a varia- 
tion from 15.33 in the first half of 1902 to $3.80 in the second half of 
1903.« 

The next point to be noted in regard to the relation of the cost of 
cattle to the cost of beef is that a large part of the raw material, so far 
as beef production is concerned, is waste. From extensive statistics 
obtained from the leading western packers for the first half year of 
1902 it has been determined that the dressing percentage was 56.1; i. e., 
the weight of dressed beef was about 56.1 per cent of the live weight. 
Hence a live price of $5.33 for that period (disregarding other costs 
and credits for by-products) was equal to a gross cost for the beef in 
the cattle of $9.50 per hundredweight. In the period from January 
to June, 1904, the live price was only $4.22, and the dressing percent- 
age was 56.9. Hence the cost of the beef, on the same basis, was only 
$7142. In the first case the difference between the live price on live 
weight and the live price on dressed weight was $4.18, and in the 
second case only $3.20. If there were no by-products of value and if 
there were no cost for slaughter and sale, these two figures would 

«See table on page 192. 



162 THE BEEF INDtTSTBY. 

represent the necessary margins between the beef price and cattle 
price to prevent loss. 

In other words, on account of the fact that the live price represents 
a purchase price for material which is partly waste, an advance in the 
same per hundredweight is accompanied by an increase in cost for 
dressed beef per hundredweight considerably greater than the advance 
in the live cost, and any decline in the live price of cattle per hundred- 
weight is accompanied by a decline in the cost of dressed beef per 
hundredweight considerably greater than the decline in live price. 

In the first half of 1902 the average live price was $5.33, and the 
live price on the dressed weight was $9.51; for the second half of 1903 
the average live price was $3.80, and the live price on the dressed 
weight was $6.78. The difference in the live price for the two periods 
was $1.53, but the difference in the live price on the dressed weight 
was $2.73. The other elements mentioned, namely, cost of slaughter 
and sale and value of by-products, make the problem more complicated, 
and these will be referred to more particularly below. It is evident, 
therefore, that the cost of dressed beef is affected in an unusual degree 
by the price of the raw material, and a difference in cattle prices of 
one dollar may affect the beef price by nearly twice that amount. 

Quality of cattle, — Even where the live price of cattle remains about 
the same there may be in fact a considerable change in cost, due to 
changes in quality. This depends chiefly on the kind and breed of 
the beef cattle and also on the dressing percentages for beef, fat, etc. 
All of these chamcteristics are taken account of in fixing the live price 
according to the judgment of the buyers and sellers. For example, 
1902 was a year in which the prices rose very high in the middle of 
the year, but as the quality also deteriorated the increase in cost was 
not adequately represented by the advance in price, and, vice versa, 
the lower level in prices in the succeeding year does not adequately 
represent the decrease in cost, because these low prices were paid for 
a better quality. 

Cost of slaughter. — Another important item in the cost of dressed 
beef is the cost of slaughter. This tends, of course, to be a fairly 
constant quantity, but it naturally varies somewhat between different 
concerns, and the same concern from time to time. The chief element 
here is wages. The packers <lo not keep their books in such a form 
that the cost of making dressed beef is separated strictly from the 
costs of shipping and selling. The following figures taken from the 
books of a large packer show the cost of manufacture of dressed beef, 
per head of live cattle, not including the clerical expenses, the cost of 
bagging for export, the cost of loading, or the cost of refrigeration of 
the coolers and cars. It does not include, of course, the cost of selling. 
The costs of the other packers are very similar. 
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Cost per head. 

Cents. 

1902 67.97 

1903 76.54 

1904 (part of year) ^ 78.73 

The items mentioned above, which are not included in this table, 
would not bring the total above $1 per head. The labor cost formed 
an amount varying between 75 and 80 per cent of the cost given 
above. 

If the total cost of manufacture is reckoned per hundre4,weight 
(assuming as before an average dressed weight of 650 pounds),** it does 
not exceed probably 15 cents per head. In the figures given above 
the variation in the cost of killing was about lO per cent, comparing 
1904 with 1902. The variation in the cost of making dressed beef, 
therefore, could scarcely aflfect the price of dressed beef more than 2i 
cents per hundredweight. 

Cost of shipping and selling. — ^The cost of shipping and selling 
incurred at the packing plant is greater than the cost of slaughter. 
This does not include the railway charges for transportation. These 
expenses arise from the loading and icing of cars, the supervision and 
direction of sale, expense of selling, and other expenses at the packing 
house, except those directly concerned with the manufacture of dressed 
beef. In the figures given above for the costs of slaughter, it was 
pointed out that there were some expenses of general administration, 
besides costs of bagging export beef, refrigeration in the coolers, and 
loading on cars, that were not included in the costs of slaughter given 
above. In the illustration given below these are all included. This 
illustration of the expenses of shipping and selling is taken from the 
same books for the same business and is as follows: 

Co9l per head of shipping and selling. 

Cents. 

1902 107.31 

1903.... 113.52 

1904 (part of year) 127.42 

In this statement interest has been deducted. The costs given here 
as costs of shipping and selling are much larger than the costs of manu- 
facture given above. Taking the two together, i. e., the cost of 
slaughter and the cost of shipping and selling, we have a total cost for 
the conduct of the business (excluding interest), as follows: 

1902 $1,753 

1903 1.891 

1904 (part of year) 2.062 

Average 1.902 

If we assume as before an average dressed weight of 650 pounds, 
the total cost of conducting the business, per hundredweight of beef, 

«The actual weight for thia business was 665, but tYvia d\fteiTeiie^\a\\xv\£k».\feTV8iX, 
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excluding cost of cattle, is 29.1 cents. The greatest variation in cost, 
as shown above, was between $2,062 and $1,753, a difference of 30.9 
cents per head, or of 4.64 cents per hundredweight. It is evident, 
therefore, that changes in the cost of conducting the business, as dis- 
tinguished from the cost of the raw material (i. e., cattle), may be 
neglected when we come to speak of the reasons for variations in prices. 
Besides these costs of killing, shipping, and selling, which refer to the 
costs at the packing plant, there are additional costs averaging about 
45 cents per hundredweight for the expenses of local selling, which 
are of *a uniform character. 

Value ofhy-products. — The cost of beef is determined in part by the 
value of the by-products. The price of the live animal is reckoned to 
include the material for by-products as well as the beef, and the value 
of the by-products is regarded in the trade as a credit to the cost 
account of beef, or in other words, a minus cost. This is of course a 
rather arbitrary way of looking at the by-products account, because 
after all by-products are joint products, and the situation of the beef 
market (the prices of beef and the number of beef cattle slaughtered) 
determine in a considerable measure the prices of the by-products. 
The value of the latter, though small in comparison with the value of 
beef, is still important enough to considerably affect the total value. 
In the first half of 1903, for example, it is calculated for a large concern 
in Chicago that the average live weight was 1,165 pounds, the average 
dressed weight was 665 pounds, the average live price was $4.56, the 
average cost on dressed weight was $7.99, the average net value of hides 
was $6.64, the net value of hides per hundredweight of dressed beef 
was $1, the net value of butter fat was $3.95, the value per hundred- 
weight of dressed beef was 59 cents, the net value of other by-products 
was $1.60, and the value of other by-products per hundredweight of 
dressed beef was 24 cents. The total value of by-products amounts to 
$12.19, or $1.83 per hundredweight of dressed beef. The cost of kill- 
ing, shipping, and selling was $1,891 (excluding interest), which equals 
28.4 cents per hundredweight. This should be deducted from the 
credit coming to the packer on the by-products in order to give the 
net credit he receives on the cost of cattle (reckoned on dressed weight). 
The difference, or net credit, is therefore $1.55 per hundredweight. 
These statistics show that with an average live price of $4.56 the cost 
per hundredweight of dressed beef would be $7.99, and the cost of 
making and selling the beef 28.4 cents in addition, but that there is 
a credit on by-products amounting to $1.83. Hence the cost price of 
the beef (excluding interest on capital) would be $6.44, and the margin 
between live price of cattle and net cost of dressed beef $1.88. 



THE BEEF INDUSTRY. 



165 



In order to show the influence of these factors during the last few 
years the by-product statistics for the same concern are tabulated 
below: 

Table 63.— VALUE OF BY-PRODUCTS OF A LARGE PACKING HOUSE AT CHICAGO. 





1902. 




1908. 




1904. 




January-June. 


July-December. 


January -June. 


July-December. 


January-June. 


By-products. 


Per 
head. 


Per 

cwt., 

d.w.= 

628. 


Per 
head. 


Per 

cwt., 

d.w.= 

637. 


Per 
head. 

S6.64 
3.95 
1.60 


Per 

cwt., 

d.w.= 

665. 


Per 
head. 


Per 

cwt., 

d.w.= 

674. 


Per 
head. 


Per 
cwt., 

d.W.es 

665. 


Hides 


16.93 

4.48 
1.61 


SL104 
.713 
.256 


S7.60 
4.09 
1.66 


SI. 193 
.642 
.261 


90.998 
.594 
.241 


S6.32 
2.66 
1.46 


90.938 
.395 
.217 


$5.74 
2.96 
L48 


90.863 


Butter fat 


.445 


Offal 


.223 






Total 


13.02 


2.073 


13.35 


2.096 


12. 19 


1.833 


10.44 


L549 


10.18 


1.531 


• 





(2) Markets. — ^The question here is the relation of markets to price. 
There is a considerable variation in the wholesale price of beef in dif- 
ferent places of consumption. This depends on a variety of causes, 
but the two most tangible causes are the difl'erences in freights and in 
quality. Besides these there are others which have doubtless a con- 
siderable influence, but which can not be demonstrated in a precise or 
satisfactory manner; such, for example, are the influences of local 
production of beef, the possibility of substituting other commodities, 
such as fish, etc. ; also the possible conditions of combination in the 
local trade. 

Freights. — ^The influence of freights on the local price of beef can 
be shown with more definiteness than any other, at least for most of 
the important markets to be compared. It may be ascertained practi- 
cally by a comparison of the rates on dressed beef from Chicago to the 
point in question. This applies, strictly speaking, only to those points 
in the Northern States east of Chicago, for which the Chicago rate is 
the basis. These rates, which are readily ascertained, form an ele- 
ment of some significance in the total price of beef delivered in the 
local market. 

Besides the freight there are other costs of transportation which 
enter into the local price to produce variations therein. Dressed beef 
must be refrigerated for transportation. If the haul is a long one the 
original supply of ice melts and must be replaced. Hence there is a 
cost of icing, which varies somewhat with the length of the haul. The 
exact amount of this cost can not alwavs be reckoned with exactness, 
and the packing companies generally make a more or less arbitrary 
allowance. 

A third item of cost in transportation is shrinkage. From the time 
the cattle are killed to the time they are sold as meat there is a pro- 
gressive shrinkage of the carcass. This is at first sudden, and then 
more gradual. In general the carcass is weighed tYiT^^ XAmfc*^., •^oj^- 
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ing (1) warm weight, (2) shipping weight, and (3) selling weight 
The "dressed cost," so called, is computed by the packers on the warm 
weight less a percentage, which practically gives the shipping weight 
The price at the slaughterhouse is best calculated on the shipping 
weight; the selling price in the local beef market is generally given on 
the selling weight. This loss in weight between the shipping point 
and the market of sale is greater for the more distant than for the 
nearer markets. This amount may be gotten by actual weighing, or it 
may be assumed at a certain arbitrary amount which is roughly esti- 
mated from experience. 

The general importance of these different factors on the local whole- 
sale price of beef may be seen by the charges and allowances returned 
by a leading company for certain typical markets. 

Table 64.— CHARGES AND ALLOWANCES PER HUNDREDWEIGHT RETURNED BY A LEAD- 
ING PACKING COMPANY FOR CERTAIN TYPICAL MARKETS. 



City. 



New York... 
Philadelphia 

Buffalo 

Detroit 



Freight 
charge. 


Icing 
charge. 


Shrinkage 
allowance. 


90.45 
.43 
.27 
.20 


90.06 
.06 
.036 
.035 


90.05 
.05 
.035 
.035 



Total. 



90.56 
.54 
.34 
.27 



The diflFerences in freight rates represent the main differences in cost 
of delivering beef at different localities, and are the only important 
causes for local price differences on account of transportation. In the 
examples cited they show differences as high as one-fourth of a cent 
per pound. 

When changes have been made in the freight rates the relative 
amounts to different points in the North and East have remained sub- 
stantially the same. The rate from Chicago to New York has been 45 
cents since January 1, 1902, with the exception of nine months (April 1, 
1902, to January, 1903), when it was 40 cents. From the beginning of 
1898 until the beginning of 1902 it was 40 cents, except for the period 
from January 1, 1900, to July 29, 1901, when it was 45 cents. These 
variations in the freight rate were evidently of very slight influence on 
the selling price of beef. 

Quality, — A more important cause for differences in local prices is 
ound in the quality of the beef. The only satisfactory way to get at 
he quality of the beef sold is to find either the live price of the cattle 
r the so-called ''dressed cost" of the beef in question. The "dressed 
cost" of beef, as recorded by the packers, merely for convenience, is 
found by adding to the live price a certain (excessive) amount for kill- 
ing, and deducting another (insufficient) amount for credits from 
by-products. '' The dressed cost, therefore, is not a fair representation 

« As to the inethoil of computing dressed cost and its relation to actual prices, see 
Chapter V, p. 2m. 
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»f the real dressed cost, being much too high; so high, in fact, that it 
ilmost invariably exceeds in amount the selling price of the beef. It 
iffords, nevertheless, a basis for comparison of the quality and actual 
(Xtst of beef, because for a given packer and at a given time the calcu- 
lation is made in the same fashion, and the relative amount of the 
dressed cost depends chiefly on the same factors that determine the 
quality of beef. Practically, comparisons for quality in different 
markets can only be made on the basis of dressed cost, because it is 
very seldom that the accounts of beef sales show the live price of the 
cattle corresponding to the beef carcasses sold. On the other hand, 
it is not safe to compare the dressed cost calculation for different peri- 
ods of time, because the methods of calculating the same have not 
been entirely uniform. 

On this basis of comparison for the thirty months from January 1, 
1902, to July 1, 1904, the quality of beef sold by the packers at New 
York is represented by a dressed cost of $8.02 per hundredweight; Chi- 
cago, $7.54; Philadelphia, $7.59, and Boston, $8.25. Of the 24 cities for 
which such calculations have been made the lowest is Cleveland with 
only $6.90, while Boston is equaled only by the combined figures for 
Newark and East Orange ($8.25). The average for the 24 cities is 
$7.55. The quality of Boston beef exceeds, therefore, on this basis of 
comparison, the quality of Cleveland beef by 19.6 per cent, and the 
quality of Boston beef exceeds the average for the cities compared by 
about 9.3 per cent. New York shows a quality 6.2 per cent above 
the average, and Chicago is almost exactly the average. 

Section 12. Analysis of beef prices. — ^The analysis of beef prices 
may be made in a manner similar to the analysis of cattle prices, but, 
as appears from the preceding discussion of beef prices in general, 
this can not be made in the same detail, because the data respecting 
beef prices do not distinguish the diflFerent conditions and circumstances 
in the same degree. These differences appear principally in the lq,ck of 
distinction of the different grades of beef sold. The statistics of beef 
prices cover the whole business without regard to classification accord- 
ing to quality. 

(1) Prices of different packers in the same market. — The first com- 
parison of a general sort that should be made respecting the prices of 
beef is in the prices of different packers in the same market. For 
this purpose the local wholesale prices of the different packers may 
be used, care being taken to bring them to the same basis. A con- 
venient basis is the local price on the selling weight, because this is 
the price that can be compared directly with the prices paid by the 
retailers for their supplies. Sometimes the figures given by the pack- 
ers are on the shipping weight, and this is lower than the price on the 
selling weight, because for the same carcass the difference in weight 
measured at the packing house or place of shipment \Ti"al^«j3L ol ^^ 
local cooler or piace of sale produces a different pxice^'pet^ixrcAx^^- 
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weight. Such prices, therefore, when given on shipping weight must 
be reckoned for the selling weight by an allowance in the price per 
hundredweight in proportion to their differences, i. e., in proportion 
to the shrinkage. 

The material for comparison is very limited, except in the case of a 
few of the largest cities for which prices of the chief packers are 
available. It will be seen from the following comparisons that there is 
not the same degree of similarity in the beef prices as for the cattle 
prices of different packers in the same markets. This, it may be 
stated in advance, is due to the fact to which attention has already 
been directed that the comparison is made for all qualities taken 
together, and in this respect the commodity sold by different packers 
in the same market differs considerably. The following tables, 65, Q6, 
67, and 68, show the prices of different packers, together with the 
average price in several markets, local basis : 

Table 65.— PRICES OF DRESSED BEEF IN NEW YORK FOR DIFFERENT PACKERS AND 

SIMPLE AVERAGE OF ALL PACKERS, LOCAL BASIS. 



Month. 

4 


Packer I. 


Packer II. 


Packer III. 


Packer IV. 


Packer V. 


Simple 
avenige. 


1902. 
January 


$7.87 

8.11 

8.84 

9.94 

10.13 

10.40 


«7.98 
7.84 
8.20 
9.73 
9.62 

11.22 






$7.96 

8.47 

9.15 

9.83 

10.35 

10.40 


tlM 


February 






8.U 


March 






8.7S 


April 






9.8S 


M!ay 






laOB 


June 






10.(7 










Average 


9.22 


9.10 






9.22 


9.18 










July 


9.55 
9.00 
7.33 
7.54 
7.04 
7.86 


9.52 
9.26 
7.32 
9.33 
7.97 
8.24 






9.47 
9.32 
8.27 
8.38 
7.73 
7.69 


9.51 


AUfiTUSt 






9.19 


September 






IM 


October 






a42 


November 






7.58 


December 






7.98 










Average 


8.05 


8.61 






8.37 


&34 










1903. 
January 


7.09 
6.77 
6.90 
7.56 
7.63 
7.75 


7.23 
6.94 
7.19 
7.34 
7.70 
7.78 


7.14 
6.40 
6.88 
7.43 
7.56 
7.96 


6.90 
6.78 
6.73 
7.57 
7.45 
7.63 


7.04 
7.09 
7.00 
7.68 
7.51 
7.78 


7.08 


February 


6.80 


March 


6.91 


April 


7.B 


May 


7.57 


June 


7.78 






Average 


7.28 


7.36 


7.24 


7.20 


7.33 


7.28 






July 


7.62 
7.42 
7.60 
7.04 
6.65 
6.60 


7.38 
7.29 
7.08 
6.48 
6.35 
6.49 


6.62 
7.04 
7.50 
6.44 
7.01 
6.47 


7.63 
7.22 
7.13 

6.89 
6.85 
6.66 


7.47 
7.66 
7.42 
7.09 
7.08 
7.09 


7.84 


August 


7. 88 


September 


7.35 


October 


6.79 


November 


6.79 


December 


6.66 






Average 


7.16 


6.85 


6.86 


7.07 


7.30 


7.06 






1904. 
January 


7.17 
6.91 
6.52 
7.22 
7.58 
8.60 


6.91 
6.89 
6.52 
7.06 
7.41 
8.42 


7.35 
6.77 
5.87 
7.04 
7.34 
8.25 


7.07 
6.71 
6.62 
7.11 


7.23 
6.93 
6.75 
7.49 
7.72 
8.51 


7.15 


February 


6.8( 


March 


6.*t 


April 


7.18 


May 


7.51 


June 




8.45 






- 


Average 


7.33 


7.20 


7.09 




7.43 


7.26 
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B preceding table, giving the beef prices of five packers in New 
City, shows a considerable variation in the monthly prices and 
in tbe semiannual prices, the chief reasons for which are to be 
1 in differences in the qualitj'^ of the beef. If the average of the 
lonths figures be taken for each packer the difference!^ are not 
, For the thirty months included in the table, Packer I showman 
ge of $7.81, II, $7.82, and V, 17.93. 

86.^I*HIOgS OF" DRESSED BEEF IN PHILADELPHIA FOR DIFFERENT PACKERS AND 
simple; AVERAGE OF ALL PACKERS, LOCAL BASIS. 



Month. 


Packer I. 


Packer 11. 


Packer III. 


Packer IV. 


Packer V. 


MMpkr 
aveiiiK9^ 


1902. 
f ,,,,.,, 


S7.84 
7.96 
9.08 
9.74 
9.93 

10.06 


S8.10 
7.59 
8.71 
9.21 
9.38 
9.24 






$7.68 
7.97 
9.01 
9.24 
9.70 
9.04 




w i,,,, 








1/ t H t 4 t i t 4 . 1 • 4 m m m m m 4 » 


















""••••••""•• 






















ver&ge **..., 


9.10 


8.71 






8.95 


$8.92 










8.70 
8.25 
6.94 
6.86 
6.87 
7.63 


9.05 
7.99 
6.66 
6.87 
6.82 
7.44 






7.95 
7.58 
6.53 
6.59 
6.77 
6.89 












jer 
















)er - 








•er 
















fGT&se 


7.64 


7.47 






6.93 


7.31 










1903. 

f 


6.84 
6.72 
6.66 
7.47 
7.87 
7.78 


6.81 
7.04 
6.97 
7.61 
7.87 
7.89 


$6.51 
5.91 
6.61 
7.27 
7.16 
7.17 


$6.39 
6.41 
6.46 
7.40 
7.36 
7.17 


6.41 
6.71 
6.42 
7.53 
6.87 
7.49 




'V 




J .................... 




















fervLge 


7.22 


7.37 


6.75 


6.88 


6.91 


7.08 








7.51 
7.07 
7.16 
6.66 
6.35 
6.14 


7.63 
7.42 
7.06 
6.53 
6.44 
6.49 


5.76 
6.04 
6.70 
5.75 
5.63 
5.40 


7.21 
6.82 
6.79 
6.46 
6.51 
6.43 


7.45 
6.76 
6.82 
6.30 
6.49 
6.62 








jer . 








)er 














6.82 


6.91 


5.87 


6.69 


6.80 


6.62 






T 


6.98 
6.34 
6.70 
7.30 
7.45 
8.55 


6.95 
6.56 
6.73 
7.35 
7.56 
8.48 


6.96 
6.26 
5.87 
6.74 
6.83 
7.97 


6.73 
6.44 
6.79 
7.13 


6.63 
6.28 
6.74 
7.43 
7.53 
8.23 








.J .................... 
























vQnge 


7.22 


7.27 


6.75 




7.12 


7.09 









e results of a like comparison of prices in Philadelphia show very 
%Y results. Taking the thirty months together. Packer I, Packer 
ad Packer V show average prices of $7.58, $7.55, and $7.34, 
actively. 
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Tablb 67.-«J>ltIGES OF DRESSED BEEF IN BOSTON FOR DIFFERENT PACKERS AND StMHiC 

AVERAGE OF ALL PACKERS, LOCAL BASIS. 



Month. 



1902. 

•January 

February 

March 

April 

May 

June 

Average... 

July 

August 

September 

October 

November 

December 

Average... 

1903. 

January 

February 

March 

April 

MTay 

June 

Average... 

July 

August 

September 

October 

November 

December 

Total 

1904. 

January 

February 

March 

April 

May 

June 

Average... 



Packer L 



S8.26 
8.44 
8.90 
10.03 
10.23 
10.93 



9.47 



10.74 
10.18 
8.13 
8.32 
7.77 
8.10 



8.87 



7.23 
6.74 
6.66 
7.54 
7.73 
7.92 



7.30 



7.90 
8.31 
8.23 
8.02 
7.43 
7.18 



7.85 



7.66 
7.51 
6.80 
7.64 
7.60 
8.86 



7.66 



Packer II. 



$8.88 
8.84 
9.15 
9.83 

10.07 

n.3o 



9.68 



10.41 
9.80 
8.68 
8.55 
8.22 
8.36 



8.99 



7.42 
7.11 
6.81 
7.67 
7.82 
7.97 



7.47 



7.76 
8.28 
8.12 
7.69 
7.43 
7.24 



7.75 



7.60 
7.47 
6.84 
7.39 
7.67 
8.79 



7.63 



Packer III. 



Packer IV. 



$7.14 
6.59 
6.78 
7.64 
7.56 
7.96 



7.30 



6.89 
7.86 
7.56 
7.20 
7.10 
6.74 



7.22 



7.54 
7.25 
6.00 
7.30 
7.04 
8.64 



7.20 



Packer V. 



$6.80 
6.41 
6.50 
7.46 
7.64 
7.76 



7.09 



7.80 
7.96 
7.65 
7.18 
7.10 
6.78 



7.39 



7.20 
6.86 
6.39 
7.41 



v8« VtU 

8.95 

9.38 

9.97 

10.46 

10.97 



9.69 



10.42 
9.46 
8.61 
8.16 
7.98 
7.93 



8.60 



7.46 
6.98 
6.78 
7.74 
8.02 
7.76 



7.42 



8.17 
8.17 
8.11 
7.89 
7.51 
7.40 



7.93 



7.60 
7.52 
6.89 
7.70 
7.81 
8.58 



7.65 



Simple 
average. 



18.(18 

8.74 

9.14 

9.M 

10.25 

11.07 



9.fil 



10.52 
9.81 
8.44 
8.S4 
7.99 
8. IS 



8.82 



7.21 
6.rf 
6.70 

7.a 

7.78 
7.87 



7.82 



7.79 
8.12 
7.98 
7.60 
7.S1 
7.07 



7.68 



7.62 
7.32 
6.58 
7.47 
7.53 
&72 



7.54 



In Boston they are even closer; for the thirty months compared 
Packers I, II, and V show average prices of $8.23, $8.30, and $8.26, 
respectively. 

Table 68.— PRICES OF DRESSED BEEF IN CHICAGO FOR DIFFERENT PACKERS, AND 

SIMPLE AVERAGE OF ALL PACKERS, LOCAL BASIS. 



Month. 



1902. 

January 

February 

March 

April 

May 

June 

Average .. 



Packer I. 



$6.96 
6.91 
7.16 
8.05 
8.73 
8.81 



7.77 



Packer II. 



$6.86 
6.63 
7.53 
8.56 
9.02 
8.74 



7.89 



Packer III.' Packer IV. 



Packer V. 



$6.18 
6.81 
6.82 
7.76 
8.18 
6.87 



7.07 



Simple 
average. 



$7.58 
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£ 68.— PRICES OF DRESSED BEEF IN CHICAGO FOR DIFFERENT PACKERS, AND 
SIMPLE AVERAGE FOR ALL PACKERS, LOCAL BASIS— Continued. 



Month. 


Packer I. 


Packer II. 

$8.27 
7.32 
6.64 
5.44 
6.98 
6.66 


Packer III. 


Packer IV. 


Packer V. 


Simple 
average. 


1902. 


$8.64 
8.28 
7.79 
7.31 
7.06 
6.78 






$5.47 
6.67 
5.61 
5.07 
5.60 
6.62 












er 










_ 






er 








jr 
















eraare 


7.64 


6.84 






5.42 


$6.63 










1903. 


6.44 
6.31 
6.44 
6.82 
7.18 
7.26 


6.26 
6.96 
6.14 
6.84 
7.06 
7.46 


$5.72 
6.78 
6.97 
6.42 
6.81 
7.01 


$5.74 
5.68 
6.10 
6.80 
6.87 
• 6.76 


5.53 
5.66 
6.98 
6.47 
6.22 




r 




























6.74 


6.62 


6.28 


6.33 


5.95 


6.38 








7.26 
7.06 
7.10 
6.82 
6.46 
6.36 


7.06 
6.48 
6.57 
6.12 
6.92 
6.09 


6.60 
6.81 
6.25 
5.60 
6.09 
6.48 


6.60 
6.01 
5.65 
6.43 
5.28 
5.11 


5.84 
6.33 
5.51 
5.26 
4.73 
4.89 




















»r 








erage 


6.84 


6.37 


6.07 


5.69 


6.27 


6.05 






1904. 


6.60 
6.58 
6.40 
6.68 
7.03 
7.94 


6.31 
6.32 
6.14 
6.58 
6.83 
7.73 


5.98 
5.87 
6.76 
6.35 
6.74 
7.51 


5.79 
5.64 
6.92 
6.26 


6.47 
6.65 
5.75 
6.16 
6.67 
6.41 




f 




























erage 


6.86 


6.65 


6.33 




6.01 


6.46 









■^ 



hicago, on the other hand, there is a very wide discrepancy in 
ices of different packers. The averages for the whole period of 

months are as follows: Packer I, $7.17; Packer 11, $6.87; 
r V, $5.93. Whereas in the other cities the differences were of 
cents, they are here over a dollar. The explanation is, of course, 
he quality was very different, whereas in New York, Philadel- 
and Boston there was little variation in price because there was 
mriation in quality. 

- statement that differences in dressed cost, i. e., differences in 
y, explain to a large extent the price differences of different 
rs in a given market at a given time is shown in the comparison 
ces, dressed cost, and margins (between price and dressed cost) 
acker I and Packer V in New York, Philadelphia, Boston, and 
go. The figures of price and cost are reckoned on Chicago basis 

local price minus freight, icing, and shrink), but the differ- 
are just the same as they would be for the local basis. These 
IS cover a period of six and one-half years (January, 1898, to July, 
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1904), and the general average results for the period, which may be 
regarded as typical, are as follows: 

Table 69.— AVERAGE SELLING PRICES, DRESSED COSTS, AND MARGINS OF TWO PACKERS 

AT LEADING CITIES. 



Market. 



New York . . , 

Chicago 

Philadelphia 
Boston 



Selling price. 


Dressed cost. 




Margin. 


Packer 
I. 


Packer 
V. 


Differ- 
ence. 


Packer 
I. 


Packer 
V. 


Differ- 
ence. 


Packer 
I. 


Packer 
V. 


$7.14 
7.19 
7.06 
7.64 


$7.27 
6.07 
6.82 
7.66 


-$0.13 

1.12 

.24 

- .12 


$7.76 
7.76 
7.61 
7.97 


$7.82 
6.77 
7.45 
8.08 


-$0.07 
.99 
.16 

- .11 


-$0.61 

- .67 

- .65 

- .43 


-$0.55 

- .70 

- .63 

- .42 



Diflfer- 
ence. 

- 10.06 

.18 
.06 

- .01 



' It will be noted that in the most extreme case, viz, Chicago, the 
prices of beef differ as much as $1.12 per hundredweight, and the 
dressed costs by $0.99, but that the difference between the margins is 
only $0.13. 

(2) Beef prices in different markets, — The comparison of beef prices 
in different markets is necessary, first, in order to answer the ques- 
tion as to what method may be adopted in order to obtain a representa- 
tive price record for beef, whether for the purpose of showing the 
movement of beef prices or of comparing them with cattle prices to 
determine margins and profits, and, second, in order to show the local 
conditions and circumstances with regard to the price and quality of beef 
and the existence of greater or less advantage with respect to the same 
for the consumer. 

It is more convenient to begin with the second problem, local diflfer- 
ences. Evidently an important clement in the local price of beef for 
markets so far separated, for example, as New York and Chicago, is 
the cost of transportation from the packing house to the place of sale, 
and that no comparisons can be made for the purpose of disclosing dis- 
criminations in the treatment of different cities without allowance 
being made for differences in this repect. If the prices are compared 
directly, therefore, it is necessary to reduce them to a common basis, 
and for this purpose the Chicago basis is the best, from either the 
practical or the theoretical standpoint. The Chicago basis, which is so 
taken, may be defined as follows: The local price on selling weight 
reduced to price on shipping weight with deduction of freight and 
icing. The following table (70) gives a comparison of the beef prices 
in thirty-four markets, by half-year periods, 1902 to 1904. Where 
there are records of prices of more than one packer in a given city, 
the records are averaged. 
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^SIMPLE AND WEIGHTED AVERAGE PRICES OP DRESSED BEEP, PER HUNDRED- 
WEIGHT, POR THIRTY-POUR SPECIFIED CITIES, COMBINED, CHICAGO BASIS. 

A, TWENTY-FOUR CITIES, JANUARY, 1902, TO JUNE, 190U. 





19 


02. 

July- 
December. 


1903. 


1904. 


City. 


January- 
June. 


January- 
June. 


July- 
December. 


January- 
June. 


. 


S8.63 
7.53 
8.36 
9.08 
7.53 
8.31 
7.24 
7.66 
7.76 
8.31 
8.54 
8.53 
8.26 
9.31 
8.06 
8.20 
8.15 
8.60 
7.80 
8.50 
8.00 
8.19 
8.00 
8.12 


$7.81 
6.58 
6.77 
8.30 
6.51 
7.06 
6.01 
6.08 
6.39 
6.39 
8.18 
8.16 
7.22 
8.40 
6.39 
6.70 
7.13 
7.01 
6.54 
7.00 
6.59 
6.31 
6.55 
6.64 


96.72 
6.33 
6.46 
6.76 
6.36 
6.78 
6.34 
6.44 
6.61 
6.31 
6.63 
6.62 
6.48 
7.20 
6.28 
6.23 
6.73 
6.64 
6.50 
6.76 
6.65 
6.78 
6.78 
6.53 


S6.52 
6.02 
6.05 
7.06 
5.69 
6.21 
5.66 
6.08 
6.09 
5.72 
6.78 
7.14 
6.69 
7.24 
6.47 
6.66 
6.66 
6.74 
6.02 
6.35 
6.23 
6.54 
6.42 
6.33 


S6.72 




6.41 


hia 


6.53 




6.98 


k 


6.78 


and Allesrheny 


6.86 




6.37 




6.51 




ft 53 


on 


6.69 


,nd East Oranare 


6.70 


3e and Pawtucket 


6.83 




6.85 


:ord 


7.16 


d. Mass 


6.63 




6.50 


Me 


6.74 


r. Mass 


6.87 


io 


6.33 


N. H 


6.85 


»n, Vt 


6.84 


Pa 


6.93 


, Pa 


6.69 


m. Pa 


6.50 






irasre price 


8.19 
8.24 


6.95 
7.20 


6.58 
6.56 


6.39 
6.31 


6.70 


traire brice weighted 


6.65 







B. TEN CITIES, JULY, 1902, Tt JUNE, 190U. 



City. 



r,N. Y 

J, Ohio 

ick,N. J 

imingham, Ma.ss. 

4e 

irK.N.Y 

ille, Ohio 

rg.Pa 

*J. Y 

Pa 



1902. 



July-De- 
cember. 



tragepnce 

trage price weighted 



$6.87 
6.50 
8.38 
7.82 
7.48 



7. 
7. 
7. 
7. 



13 
02 
62 
10 



6.59 



7.24 
6.81 



1903. 



January- 
June. 



S6.68 
6.61 
7.00 
6.90 
6.88 



6. 
6. 
7. 
7. 
6. 



90 
92 
23 
13 
76 



6.90 
6.73 



July-De- 
cember. 



$6.76 
5.89 
7.39 
7.21 
6.97 
6.84 
6.63 
7.01 
7.02 
6.52 



6.82 
6.52 



1904. 



January- 
June. 



$6.97 
6.33 
7.23 
7.20 
6.62 
7.25 
6.76 
7.60 
7.19 
6.97 



7.01 
6.81 



C. TOTAL, THIRTY-FOUR CITIES, JULY, 1902, TO JUNE, 190U. 




jrice 

price weighted 



rder to show the diflferences in price more clearly, the prices of 
IV chief cities, as well as the twenty-four cities combined, which 
ren above, for the period 1902 to 1904, are given in the following 
71) and in Diagram 11. 

L Doc. 382, 58-3 14 
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Table 71.— PRICES PER HUNDREDWEIGHT OP DRESSED BEEP SHIPPED BY ARM 
CUDAHY, HAMMOND, MORRIS, AND SWIFT TO NEW YORK, CHICAGO, PHILADELP 
AND BOSTON, AND OF SHIPMENTS TO TWENTY-FOUR EASTERN AND NORTE 
CITIES, CHICAGO BASIS. 

[Simple average price for the four cities separately, and average weighted by population fo 

twenty-four cities combined.] 



Month. 



1902. 

Jaiiuary 

Feoruary 

March 

April 

May 

June 

Average 

July 

August 

September 

October 

November 

December 

Average 

1903. 

January 

February 

March 

April 

M!ay 

June 

Average 

July 

August 

September 

October...* 

November 

December 

Average 

1904. 

January 

February 

March 

April 

May 

June 

Average 



Average price of dressed beef. 



New York. 



$7.37 
7.57 
8.17 

' 9.30 
9.50 

10.14 



8.63 



8.98 
8.66 
7.11 
7.88 
7.06 
7.39 



7.81 



6.51 
6.23 
6.38 
6.95 
6.99 
7.23 



6.72 



6.79 
6.81 
6.83 
6.27 
6.28 
6.14 



6.52 



6.61 
6.29 
6.91 
6.63 
6.98 
7.89 



Chicago. 



6.72 



$6.62 
6.39 
7.12 
8.07 
8.69 
8.09 



7.63 



7.41 
7.02 
6.60 
5.89 
6.44 
6.23 



6.58 



6.90 
5.82 
6.09 
6.63 
6.81 
7.06 



6.36 



6.60 
6.36 
6.20 
5.80 
6.64 
5.62 



6.02 



Philadel- 
phia. 



5.96 

5.98 
5.98 
6.35 
6.76 
7.24 



6.41 



$7.30 
7.26 
8.37 
8.85 
9.12 
8.90 



8.36 



8.02 
7.40 
6.17 
6.23 
6.27 
6.77 



6.77 



6.03 
6.00 
6.06 
6.89 
6.84 
6.94 



6.46 



6.51 
6.25 
6.35 
6.76 
6.71 
5.64 



6.05 



6.29 
5.83 
6.01 
6.61 
6.78 
7.75 



6.63 



Boston. 



$8.13 
8.19 
8.60 
9.42 
9.73 

10.55 



9.08 



10.00 
9.30 
7.92 
7.82 
7.47 
7.61 



8.30 



6.65 
6.20 
6.14 
7.04 
7.16 
7.31 



6.75 



7.16 
7.56 
7.37 
7.02 
6.75 
6.70 



7.06 



6.94 
6.76 
6.04 
6.90 
6.97 
8.17 



6.98 



24 ma 

weigl 

by PC 

tioi 



On a Chicago basis, therefore, i. e., making due allowance for 
differences in the cost of transportation, the prices of beef vary wic 
in different markets. From what has already been said concerning 
differences of prices for different packers in the same market, i 
evident that these differences between different markets are due 
large measure to differences in the quality of the beef. If a comp 
son is made of the dressed costs, it will be found that they are h 
when the beef prices are high, and low when the beef prices are 1 
How far the differences in dressed costs or qualities, roughly measui 
explain the inequalities of price in the different markets may be 1 



s 

1 
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where it was -<|0.92. The general result of the comparison i^ 
therefore, that the differences in prices are partly due to differences fi 
quality, but that there remains, nevertheless, a considerable discriiaj 
nation in prices between different cities. 

A more detailed examination of these differences in prices fails to 
reveal any general cause. The amount of the margin would naturallj 
vary in different cities under circumstances of exclusively local pro- 
duction and active competition. If the packers do not control the 
local prices in the markets under consideration, they would naturally 
be expected, als», to get a margin varying with local circumstances. 
If, on the other hand, they control the local markets, any variation of 
their margins from the average would indicate that they discriminate 
against the consumer in certain regions as compared with otheis. 
Such discriminations might be induced, for example, by the fact that 
at one point there was competition with fish foods, etc. A careful 
examination, however, fails to show any connection between this 
probable cause of difference in the margins. Portland, Boston, New 
Bedford, New York, and Baltimore may all be regarded as being 
favorably situated to obtain cheap and good fish; the average margins 
are, respectively, -$0.38, -$0.64, -$0.16, -$0.75, and -$0.78. It 
appears that in the region east of the Mississippi and directly north of 
the Ohio a large proportion of the supply is from local production. 
For these markets, however, the following average margins are found, 
viz: Pittsburg and Allegheny, —$0.52; Cleveland, —$0.58; Detroit, 
—$0.42; Lima, Ohio, —$0.36; Chicago, —$0.92. Here, again, a com- 
parison of results leads to no conclusions. The larger markets may 
be compared with the small markets. The margins of the largest 
cities— New York (-$0.75), Chicago (-$0.92), Philadelphia (-$0.75), 
Boston (—$0.64), and Baltimore (—$0.78) — are all lower than theaver- 
age. The margins of the smallest cities — New Bedford (—$0. 16), Troy 
(-$0.93), Fitchburg (-$0.52), Lima, Ohio (-$0.36), Concord, N. E 
(-$0.55), Burlington, Vt. (-$0.82), Bradford, Pa. (-$0.24), Hazel 
ton. Pa. (—$0.15), and Bethlehem, Pa. (—$0.34) — on the other hand, 
vary from the highest margin to the lowest but one. This would seem 
to indicate a greater degree of competition than the average in the 
large cities and a very variable condition in the small ones. 

In order to show more clearly the relation between quality and price 
for beef, the dressed costs and selling prices are given for the four 
chief cities in the following Table 73, and the margins between them 
are depicted in the accompanying Diagram 12: 
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N BETWEEN AVKRAflE DREaSEU COHT AND SELLING PRICE PER HUH- 
•F DRESSED BEKF SEllI'l'KII KV ARMUOK, CIIUAUV. HAMUONQ. MORRIS, 
> NEW YORK, CHICAllO. I-HILADt^LPHl A, AND BOSTON, BY MONTHS. 
TO AUQilST, 19M. 
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8 shown in tliis diagi-am are expressed in dollars per hun- 
nd it should be observed that it'is a minus quantity, i. e., 
dressed cost is subtracted from the selling price, and as 

greater than the latter the margin has the minus sign, 
in, therefore, indicates that the beef, quality considered, 

a favorable price, and vice versa. Ordinarily the mar- 
■ close together, but in 1902, which was a very extraor- 
i the beef trade, there were frequently great divergencies 

ions, however, concerning the margin between dressed 
ig price are subject to qualification, because of the fact 



178 THE BEEF INDUSTRY. 

that the arbitrary "dressed cost" does not always precisely represent 
quality, and does not always bear exactly the same relation to the 
actual net dressed cost in the case of diflferent bunches of cattle. 

Section 13. Constructioii of a representative beef price. — ^The 
foregoing analysis of the summary tables of beef prices for different 
packers in different markets, and the comparison of beef prices in dif- 
ferent markets, afford a basis for determining the proper method by 
which the prices of cattle should be determined for the various mar- 
kets of sale and for the country as a whole. 

(1) Construction of heef prices at particular marJcsts. — The question 
of the method by which beef prices should be computed in determin- 
ing the movement in any particular market is practically settled by 
the character of the material. The statistics of beef prices show 
average prices for different packers in different cities, and these are 
true averages for the amount of the business covered, but nothing is 
given respecting the total amount of this business in any case. In 
order, therefore, to get the price of cattle at any particular market, 
the only procedure possible is to combine the prices of the different 
packers by simple averages for the various periods covered. The 
question is simplified to a considerable extent by the fact that only for 
a few cities are prices available for more than one packer. The 
question as to the combination of prices is practically reduced to the 
question of calculating the price in New York, Philadelphia, Boston, 
and Chicago. For particular cities the obvious advantage of such a 
method of getting the price record is that it affords a wider basis, and 
tends to reduce the margin of error, a fact which justifies its applica- 
tion in every case where the material is available. On this basis the 
prices for all cities where data were obtained from more than one 
packer have been determined by combining such price records. 

These tables have been presented already in connection with other 
matter for the analysis of beef prices (see page 174). 

(2) Construction of general heef price, — It is evident at the outset 
that any representative price for beef which shall combine the prices 
of different localities must be reduced to a common basis by the equal- 

zation or elimination of costs of transportation. If the purpose is 
simply to secure a representative price for beef, the best method is to 
reduce the prices at the various markets which are to be combined to 
a Chicago basis as defined above (i. e. , by elimination of freight, icing, 
and shrinkage). This process can be adopted only for such markets as 
have Chicago either directly or indirectly as a freight base, viz, mar- 
kets east of Chicago and north of the Ohio and Potomac. This region, 
however, embraces most of the domestic dressed-beef market. It fur- 
nishes the most satisfactory representative price, but it does not fur* 
nish a perfect basis for the comparison of beef prices with cattle 
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prices for the determination of the margin between the same, nor for 
the calculation of profits. 

The cattle are actually killed at other packing points than Chicago 
where the prices of cattle stand at different levels than Chicago, and 
in putting such cattle prices on a Chicago basis the cattle freight to 
Chicago has been added. As a matter of fact the beef from the cattle 
slaughtered at such points was shipped out as dressed beef, and if it 
went to Chicago it paid freight, not on the cattle rate, but on the 
dressed-beef rate. In order to ascertain the margin between cattle 
and beef, therefore, it is necessary to compare them at the points 
where the transformation occurred, i. e., at the packing points. This 
can be done by reducing the beef price to a packing point basis, i. e., 
by making a deduction from dressed-beef prices on a Chicago basis of 
such an allowance for freight as corresponds to the additional freight 
charges on that portion of the dressed beef which came from points 
west of Chicago. It is assumed that the beef to which the price tables 
relate came from the various packing points in proportion to the total 
slaughter at those points. 

In order to find the amount to be deducted the freight rates and 
differentials are multiplied by the slaughter at the respective points, 
and the sum of such products is divided by the total slaughter at all 
five points (including Chicago). This calculation for the first half of 
1902, for example, gives $0,096 per hundredweight; accordingly the 
price of beef on a packing-point basis is reckoned at $0.10 lower than 
the Chicago basis. Beef prices are reduced to a packing-point basis 
in order to obtain a means of comparing them with the cattle prices 
at a packing-point basis. It may be remarked here that the margin 
I so obtained will differ from the margin obtained by a comparison of 
cattle and beef prices on a Chicago basis only if there is considerable 
difference between cattle and dressed beef mtes. As a matter of fact, 
the difference in the margin, whichever method was used, would not 
Exceed 2 cents in any case. 

For the purpose of getting a representative beef price the Chicago 
basis is the most suitable, on the principle that the price of the com- 
tnodity will enter into the computation on a basis wherein the external 
element of cost, namely, transportation, will be deducted to a com- 
tnon base. On the other hand, for the computation of profits and 
i:)[iargins the packing-point basis will be used, because the comparison 
^should be made with the real cost and price of the material at the point 
of transformation. The discussion of the general movement of beef 
'prices requires first, therefore, the computation of Chicago basis beef 
price. 

The consti*uction of the beef price on a Chicago basis presents only one 
problem that requires discussion here. It has been pointed out already 
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that the statistics of beef prices obtained from the packers do not fT^ 
the quantities of dressed beef for which the prices were received. T^ 
prices in each case, however, are true average prices, in some cases f#" 
the whole, in other cases for a part of the monthly business. Um<m 
for the computation of the average price in each city, where a pricf 
record has been obtained from more than one packer, a simple average 
is the only method that can be adopted. This, however, is open tfl 
very little objection, unless in perhaps exceptional instances where thi 
price of one packer varies widely from the others. The general beeri 
price thus obtained, therefore, does not take account of the varyiiif 
amounts of beef sold from month to month, and hence the semiannuA 
averages obtained by this method are not so reliable in periods o: 
sudden change in price or supply. 

When the question arises, however, as to the manner in which thi 
prices of different cities should be combined, it is possible to tak 
some account of the importance or probable importance of quantity 
It is sufficiently evident that the combination of the prices of Ne^ 
York City and Athens, Ohio, by the method of a simple average 
would be very injudicious. The population of the former, accordii^ 
to the census of 1900, was about 3,437,000, while the population o 
the latter was about 3,000. In a less marked degree the simple averagi 
of any two cities of unequal population would be subject to criticism 
Population, of course, is not an absolute measure of the consumption o: 
beef, but in this case it is the best measure available. Hence, in com 
piling a general beef price on a Chicago basis the average prices ii 
each of the several cities which enter into the combined price has beei 
weighted according to the population of that cit}^ in comparison witi 
the total population of the group of cities entering into the calculation 

In selecting the cities for the purpose of getting a beef price, Chicago 
basis, only those have been taken which lie east of Chicago and norti 
of the Potomac and Ohio rivers, because onlv for these cities is th< 
relation of the local market to the various points of supply such tha 
they can be fairly reduced to that basis. The general results of tini 
combination of prices have been given above in connection with tables 
previously analyzed, for the period 1902 to 1904 (see Table 70 an( 
Diagram 11). 

In order to show the movement of beef prices for the period fron 
1898 to 1904, the beef prices of one of the leading packers have beei 
compiled for 9 markets by semiannual periods. The prices use€ 
above for compiling a general beef price are given also by semiannual 
periods for comparison. These data are presented in the following 
table (74) and Diagram 13: 
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—AVERAGE PRICES OF DRESSED BEEF SHIPPED BY A LEADING PACKER TO 
MARKETS, AND BY ARMOUR, CUDAHY, HAMMOND, MORRIS, AND SWIFT TO 
Y-FOUR MARKETS, WEIGHTED BY POPULATION, CHICAGO BASIS. 



Period. 



ry-June., 
)ecember 

ry-June.. 
)ecember 

ry^une.. 
)ecember 

ry-June.. 
)ecember 

ry^une.. 
)ecember 

ry-June.. 
)ecember 

ry-June., 



Weighted average 
prices of dressed beef. 



1 packer, 
9 markets. 



$6.62 
6.99 

7.11 
7.46 

,6.99 
7.34 

7.18 
7.24 

8.42 
7.51 

6.69 
6.57 

6.81 



5 packers, 
24 markets. 



98.24 
7.20 

6.57 
6.31 

6.65 



nspection of this diagram shows that the prices for the one 
in nine markets and the prices of the five packers in twenty- 
arkets are so nearly identical that the record of the former for 
riod 1898 to 1904 may be regarded as a reliable indication of 
ual course of prices for that period. 

don 14. Interpretation of the price movements of beef. — 
iirse of beef prices may be analyzed with respect to two factors, 
3t of production and supply. 

lost of production, — The cost of production of beef depends 
on the cost of cattle, but the costs of transforming the raw 
il into the finished product, and distributing it, as well as the 
ions from the gross cost on account of the value of the by- 
ts, are of great importance. 

of cattle. — The cost of cattle to the packers is shown with a 
pproximation to accuracy by the following table of cattle prices, 
riod 1898-1901, inclusive, is obtained from the table presented 
e 136, reduced to packing-point basis, showing the cattle prices 
packer in each of four cities; the period 1902-1904 gives the 
of all packers combined as presented on page 135, reduced 
:ing-point basis. The level of the latter is a little lower, but 
jcrepancy does not seriously afi'ect the comparison to be made 
The estimated live cost on dressed weight, which is also given 
table, is computed from the actual average dressing percentages 
rmined for each half year for the periods 1902 to, 1904 for which 
cs have been obtained. It has been pointed out above (p. 161) 
e cost of cattle per hundredweight does not furnish a very intel- 
basis for comparison with the prices of beef per hundredweight^ 
B of the great Bjnoxmt of waste, i. e., t\ie ^ft^\eYiG^\5^\.N^^^\3L^<^ 
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live weight and the dressed weight. The reduction of cattle prices to 
a dressed- weight basis is therefore desirable. Fuiiiher, it should be 
remembered that the changes in the dressing percentages are consid- 
erable and the cost should be reckoned accordingly for each year on 
the actual percentage of that year. 

Table 76.— AVERAGE COST OF CATTLE BY SEMIANNUAL PERIODS, 189S-1904. 



Period. 



1898: 

January-June ^ 

July-December 

1899: 

January-June 

July-December 

1900: 

January-June 

July-December 

1901: 

January-June , 

July-December 

1902: 

January-June 

July-December 

1903: 

January-June , 

July-December 

1904: 

January-June , 



Cattle price 

(packing 

point 

basis). 



$4.21 
4.09 

4.51 
4.46 

4.59 
4.34 

4.61 
4.39 

5.33 
4.24 

4.33 
3.80 

4.22 



Estimated 

live cost on 

dressed 

weight 



t9.50 
7.76 

7.64 
6.77 

7.fi 



An examination of this table shows that the live price, having 
regard to the normal variations of price between the first and second 
halves of the year, was at about the same level from 1899 to 1901, inclu- 
sive. For the period since the beginning of 1902, though the same 
seasonal influences are apparent, the costs of catttle show abnormal 
lelations. Thus in the first half of 1902 the cost of cattle, as fre- 
quently noted elsewhere, was very much higher than for any previous 
period, while the costs in the first half of 1903 and 1904 were much 
lower than usual for that season of the year. For the second half 
year the cost in 1902 was lower than any previous period, and in 1903 
it fell far below the cost in 1902. The live cost of cattle reduced to 
the basis of dressed weight for the last five half-year periods brings 
out the effect of these changes in a more pronounced manner. 

Cost of killing^ shipping^ and selling. — The significance of the posi- 
tive amount of this cost, and the importance of actual changes therein, 
which have been given above, cover most of what is to be said on this 
topic. From the accounts of three large packers for plants in five or 
six cities the following statement of the costs incurred at the packing 
plants has been compiled: 
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<X>ST TO THREE LARGE PACKERS OF KILLING. SHIPPING. AND BELUNG BEEF 
BY SEMIANNUAL PERIODS, JULY, 1902. TO JUNE, 1904. 



Period. 



•ecember 
•y-June.. 
tecember 
•y-June.. 



Cost per 

hundred' 

weight of 

beef. 



SO. 829 
.297 
.812 
.812 



[ be observed that not only does this form a small element in 
1 value, of beef, but the changes therein are so small as to be 
le in the discussion of price movements. 

)sts of killing, shipping, and selling stated above do not include 
I expenses of selling in the various markets. These vary con- 
y between different markets; the average is about 45 cents per 
weight. Although they constitute an important element of 
y do not appear to be subject to any considerable change in 

amount from one time to another which would have to be 
to account in the discussion of price changes. 

ofhy-frodiLcts or deductions from cost ofheef. — The value of 
ucts may be conveniently treated as deductions from the cost 
iction of beef. The two most important by-products, and the 
BS of significance for the discussion of price movements, are 
id butter fat. The avemge actual values obtained for these 
J, as computed from the accounts of the three packers men- 
bove, are shown in the following table: 

AVERAGE VALUES OBTAINED BY THREE LARGE PACKERS FOR HIDES AND 
BUTTER FAT, BY SEMIANNUAL PERIODS, JULY, 1902, TO JUNE, 1904. 



Period. 



ecember 
y-June . 
ecember 
y-June . 



Value of 

hides per 

cwt. of 

dressed 

beef. 



$1,208 
.976 
.931 

.894 



Value of 

butter fat 

per cwt. of 

dressed 

beef. 



$0,615 
.628 
.360 
.436 



values, as has been already shown elsewhere, are of consider- 
ortance in fixing the actual level of beef prices, and the changes 
values from time to time are also significant. Between the 
lalf of 1902 and the first half of 1903 the value of hides, reck- 
r hundredweight of dressed beef, declined 23 cents, and the 
alf of 1903 showed a difference of nearly 28 cents, while in 1904 
e of hides fell even lower. These differences are evidently of 
Bffect on the price of beef. The value of butter fat is not 
as the value of hides, but the differences in the prices of 
it from one time to another have been greater than the differ- 
the price of hides, and therefore it is an even more important 
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element in the study of the changes in the price of beef. The value 
of butter fat, as shown in the above table, was at a high level in the 
latter part of 1902 (and for the earlier period also, see p. 153) and the 
first part of 1903, but it showed an extraordinary decline in the second 
half of 1903, dropping from about 63 cents per hundredweight of 
dressed beef to 36 cents. For the first half of 1904 the value was 
relatively low also. This factor also is of very 'distinct practical 
importance in considering the movement of beef prices. 

The more variable elements of cost discussed above are combined 
in the following table for the period from July, 1902, to June, 1904: 

Table 78.— COST OF CATTLE AND VALUE OF HIDES AND BUTTER FAT FOR THREE PACK- 
ERS. BY SEMIANNUAL PERIODS, JULY, 1902, TO JUNE, 1904. 



Period. 



1902, July-December 

1903, January-June. . 

1903, July-December 

1904, January-June. . 



Cattle cost 


Value of 


on dressed 


hides 


weight, 
packing- 


per cwt. 


dressed 


point basis. 


beef. 


»7.75 


«L208 


7.64 


.976 


6.77 


.931 


7.42 


.894 



Value of 

butter fat 

per cwt. 

dressed 

beef. 



90.615 
.628 
.360 
.496 



In the first half of 1902 the chief element of cost of beef, viz, cattle, 
was very high (5.33, packing-point basis), but on the other hand the 
value of the by-products was high also, which made it possible to con- 
fine the necessary rise of the beef price within smaller limits than would 
have been otherwise possible. In the second half of 1902 the cost of 
cattle was very low; hides, however, reached a very high value and 
butter fat was also high, so that both of these elements operated to 
greatly reduce the normal price of beef. As a matter of fact, the 
price of beef dropped from 8.14 to 7.08 per hundredweight, packing- 
point basis (see Table 83, p. 192). This decline in price, though a very 
heavy one, was by no means equal to the decline in cost. In the first 
part of 1903, the cost of cattle was a little lower on a dressed- weight 
basis than the preceding half year, while the value of the principal 
by-product, hides, showed a fall of 23 cents (reckoned on the hundred- 
weight of dressed beef); butter fat remained the same. The price 
of beef showed a heavy decline — from 7.08 to 6.47, packing-point 
basis. The fall in the value of hides, so far as it goes, would require 
a higher price of beef so that the great difference in the beef price 
indicates a very much less profitable business for the packer. In the 
second half of 1903 the cost of cattle fell to an unprecedentedly low 
point (3.80), the value of hides showed a further decline, while butter 
fat dropped to half of its previous value (27 cents per hundredweight 
of dressed beef). The fall in the cost of cattle made a reduction in 
the price of beef in order, but this was offset in some degree by the 
lessened value of by-products. As a matter of fact the price of beef 
declined from 6.47 to 6.21, packing-point basis. Finally the first half 
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)04 shows a considerable advance in cattle prices, accompanied, 
iver, by values for by-products considerably higher than in the 
jding half year; the natural movement would be, therefore, an 
tice in beef prices, and this occurred in fact; the average price 
5ef advanced from 6.21 in the last half of 1903 to 6.55, packing- 
; basis, in the first half of 1904. In this present chapter on the 
ions of costs of beef to prices of beef, it is not necessary to 
ipt to determine the exact quantitative relations between them, 
ise this subject will be treated comprehensively under the chapter 
:*ofits (see Chapter V). Furthermore, the statistical material used 
is chapter is of such a character as to preclude very precise cal- 
ions of profits. 
Supply. — The question of the source of the beef supply has 
considered above; the purpose of this paragraph is to consider 
} facts respecting the supply which have relation to price move- 
s. For reasons previously stated, however, little material of a 
factory nature is available for the discussion of the movement of 
3eef supply. The total production of dressed beef can not be 
1 directly, either for the whole country, or for the large packers, 
consequently, the changes in supply, from time to time, can not be 
1 either. Some statistics are available concerning the output of 
cular packers, both for domestic and foreign trade, but these 
)usly do not furnish a reliable representation of the movement of 
3tal supply, because there are considerable differences in the vari- 
>ranches of the beef industry (fresh, canned, and cured) both for 
•ent packers and for the same packer in different periods. Some 
of the probable changes in supply can undoubtedly be obtained 
the estimates of the number, live weight, etc., of cattle slaugh- 
\ at leading packing points. The best data available for the pres- 
3urpose, i. e., to compare with the movement of beef prices of 
irge packers, is the slaughter at the five principal packing points 
3ed to a dressed weight basis. Considering the character of the 
rial as a whole, no substantial error is involved in treating the 
ing percentage as constant at 56, which is about the average for 
)eriod from January 1, 1902, to July I, 1904. On this basis the 
ly of beef from the five chief cities was as follows: 

79.— ESTIMATED DRESSED WEIGHT OF CATTLE SLAUGHTERED IN CHICAGO, KANSAS 
CITY, ST. LOUIS, OMAHA, AND ST. JOSEPH, 1898-1903. 



Year. 



Dressed 

weight in 

1,000 pounds. 



2,416,434 
2,560,152 
2,739,268 
2,954,084 
2,934,036 
3,306,579 



Index 
number. 



\ 



86.7 

90.9 

97.2 

104.8 

104.1 
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that the arbitrary "dressed cost" does not always precisely represent 
quality, and does not always bear exactly the same relation to the 
actual net dressed cost in the case of diflferent bunches of cattle. 

Section 13. Construction of a representative beef price.— The 
foregoing analysis of the summary tables of beef prices for different 
packers in different markets, and the comparison of beef prices in dif- 
ferent markets, afford a basis for determining the proper method by 
which the prices of cattle should be determined for the various mar-. 
kets of sale and for the country as a whole. 

(1) Construction of heef prices at particular marlcets, — The question 
of the method by which beef prices should be computed in determin- 
ing the movement in any particular market is practically settled by 
the character of the material. The statistics of beef prices show 
average prices for different packers in different cities, and these are 
true averages for the amount of the business covered, but nothing is 
given respecting the total amount of this business in any case. In 
order, therefore, to get the price of cattle at any particular market, 
the only procedure possible is to combine the prices of the different 
packers by simple averages for the various periods covered. The 
question is simplified to a considerable extent by the fact that only for \ 
a few cities are prices available for more than one packer. The 
question as to the combination of prices is practically reduced to the 
question of calculating the price in New York, Philadelphia, Boston, 
and Chicago. For particular cities the obvious advantage of such a 
method of getting the price record is that it affords a wider basis, and 
tends to reduce the margin of error, a fact which justifies its applica- 
tion in every case where the material is available. On this basis the 
prices for all cities where data were obtained from more than one 
packer have been determined by combining such price records. 

These tables have been presented already in connection with other 
matter for the analysis of beef prices (see page 174). 

(2) Construction of general heef price, — It is evident at the outset 
that any representative price for beef which shall combine the prices 
of different localities must be reduced to a common basis by the equal- 

zation or elimination of costs of ti*ansportation. If the purpose is 
simply to secure a representative price for beef, the best method is to 
reduce the prices at the various markets which are to be combined to 
a Chicago basis as defined above (i. e. , by elimination of freight, icingi 
and shrinkage). This process can be adopted only for such markets as 
have Chicago either directly or indirectly as a freight base, viz, mar- 
kets east of Chicago and north of the Ohio and Potomac. This region, 
however, embi'aces most of the domestic dressed-beef market. It fuT' 
nishes the most satisfactory representative price, but it does not f ut' 
nish a perfect basis for the comparison of beef prices with cattle 



THE BEEF INDUSTRY. 179 

rices for the determination of the margin between the same, nor for 
le calculation of profits. 

The cattle are actually killed at other packing points than Chicago 
here the prices of cattle stand at different levels than Chicago, and 
I putting such cattle prices on a Chicago basis the cattle freight to 
hieago has been added. As a matter of fact the beef from the cattle 
aughtered at such points was shipped out as dressed beef, and if it 
ent to Chicago it paid freight, not on the cattle rate, but on the 
ressed-beef rate. In order to ascertain the margin between cattle 
id beef, therefore, it is necessary to compare them at the points 
here the transformation occurred, i. e., at the packing points. This 
m be done by reducing the beef price to a packing point basis, i. e., 
Y making a deduction from dressed-beef prices on a Chicago basis of 
ich an allowance for freight as corresponds to the additional freight 
[larges on that portion of the dressed beef which came from points 
'est of Chicago. It is assumed that the beef to which the price tables 
dlate came from the various packing points in proportion to the total 
laughter at those points. 

In order to find the amount to be deducted the freight rates and 
ifferentials are multiplied by the slaughter at the respective points, 
nd the sum of such products is divided by the total slaughter at all 
ive points (including Chicago). This calculation for the first half of 
902, for example, gives $0,096 per hundredweight; accordingly the 
>rice of beef on a packing-point basis is reckoned at $0.10 lower than 
be Chicago basis. Beef prices are reduced to a packing-point basis 
n order to obtain a means of comparing them with the cattle prices 
t a packing-point basis. It may be remarked here that the margin 
D obtained will differ from the margin obtained by a comparison of 
attle and beef prices on a Chicago basis only if there is considerable 
ifference between cattle and dressed beef i^ates. As a matter of fact, 
he difference in the margin, whichever method was used, would not 
xceed 2 cents in any case. 

For the purpose of getting a representative beef price the Chicago 
asis is the most suitable, on the principle that the price of the com- 
lodity will enter into the computation on a basis wherein the external 
lement of cost, namely, transportation, will be deducted to a com- 
mon base. On the other hand, for the computation of profits and 
margins the packing-point basis will be used, because the comparison 
hould be made with the real cost and price of the material at the point 
►i transformation. The discussion of the general movement of beef 
mces requires first, therefore, the computation of Chicago basis beef 
?rice. 

The constiniction of the beef price on a Chicago basis presents only one 
problem that requires discussion here. It has been pointed out already 
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that the statistics of beef prices obtained from the packers do not gi\ 
the quantities of dressed beef for which the prices were received. Tl 
prices in each case, however, are true average prices, in some cases f( 
the whole, in other cases for a part of the monthly business. Hem 
for the computation of the average price in each city, where a pri< 
record has been obtained from more than one packer, a simple avenij 
U the only method that can be adopted. This, however, is open 1 
very little objection, unless in perhaps exceptional instances where i^ 
price of one packer varies widely from the others. The general be< 
price thus obtained, therefore, does not take account of the varyin 
amounts of beef sold from month to month, and hence the semiannoi 
averages obtained by this method are not so reliable in periods c 
sudden change in price or supply. 

When the question arises, however, as to the manner in which th 
prices of different cities should be combined, it is possible to tab 
some account of the importance or probable importance of quantib 
It is sufficiently evident that the combination of the prices of Nei 
York City and Athens, Ohio, by the method of a simple avera^ 
would be very injudicious. The population of the former, accordiif 
to the census of 1900, was about 3,437,000, while the population d 
the latter was about 3,000. In a less marked degree the simple average 
of any two cities of unequal population would be subject to criticism. 
Population, of course, is not an absolute measure of the consumption of 
beef, but in this case it is the best measure available. Hence, in com- 
piling a general beef price on a Chicago basis the average prices in 
each of the several cities which enter into the combined price has been 
weighted according to the population of that city in comparison with 
the total population of the group of cities entering into the calculation. 

In selecting the cities for the purpose of getting a beef price, Chicago 
basis, only those have been taken which lie east of Chicago and north 
of the Potomac and Ohio rivers, because only for these cities is thei 
relation of the local market to the various points of supply such that 
they can be fairly reduced to that basis. The general results of this 
combination of prices have been given above in connection with tables 
previously analyzed, for the period 1902 to 1904 (see Table 70 an3 
Diagram 11). 

In order to show the movement of beef prices for the period frona 
1898 to 1904, the beef prices of one of the leading packers havebefe^ 
compiled for 9 markets by semiannual periods. The prices use:^ 
above for compiling a general beef price are given also by semianni»«s 
periods for comparison. These data are presented in the foUowiio 
table (74) and Diagram 13: 
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change in the margin between the prices of cattle and beef, provided 
profits are to remain the same. 

In discussing the movement of the margin there are two possible 
lines of inquiry, namely, the margins for the several packers sepa- 
rately and the margins for the industry as a whole. In respect to the 
second question, namely, the movement of the margins for the indus- 
try as a whple, it should be understood that this has been determined 
from combined data concerning the prices of cattle and of beef for a 
number of individual packers, and is based on an amount of business 
which makes it reasonably certain that it represents the industry as a 
whole. 

Section 16. Margin between the prices of cattle and of beef for 
particular packers individually. — In respect to the first question, 
namely, the margin of different packers, it is to be expected, of course, 
that these would show differences, because their average costs for cattle 
and their average prices for beef are not the same. The average costs 
of cattle are evidently not the same, because the distribution of packing 
houses at the various packing centers is not identical for the several 
companies, and it has been already demonstrated that the prices for cat- 
tle vary considerably in the different markets. Swift, for example, has 
plants in all of the five chief cattle markets, Armour in four, Morris in 
three, and Hammond in only two. Furthermore, the packers do not 
buy exactly the same quality of cattle on the average, so that their cattle 
costs differ somewhat, even in the same market. For similar reasons 
the average beef prices received by the several packers are not exactly 
the same. The localities for which figures have been used in com- 
puting the beef prices for different packers are not identical in number 
and character, and it has been already shown that there is considerable 
difference in the price of dressed beef between various localities. 

Even in the same market the prices of two packers may show a con- 
siderable variation on account of differences in the quality of the beef. 
In the following tables the prices of beef for Packer I are reckoned on 
a weighted average for eighteen cities and towns; for Packer II on a 
basis of nine cities, and for Packer III and Packer IV on a basis of four 
cities each. The basis, therefore, does not cover the business for any 
one of them in a complete fashion and probably covers less than half 
in any one of them. On the other hand, it is probably true that in 
each case the relative movement of the beef price is fairly indicated, and 
hence the relative movement of the margins is not far from correct. 
It is perfectly clear, nevertheless, that the margins of one packer can 
not be compared with the margins of another packer in respect to the 
positive amount of the margin, to determine whether one was getting 
greater profits than another. 

The method of obtaining the margin is obvious and simple, if the 
material concerning the prices of cattle and beef is given. The mar- 
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gin is simply the difference between the two. Such tables should be 
constructed as stated above on the packing-point basis. 

In the following table are shown the margins for four of the leading 
packers for the whole period in each case for which data are available: 

Tabls 83.— comparison OF MARGINS BETWEEN THE PRICES OF DRESSED BEEF AND BEEF 
CATTLE FOR DIFFERENT PACKERS BY SEMIANNUAL PERIODS. JULY. 1900, TO JUNE, 1904. 



Period. 



1900, July-December. 

1901, January-June . . 

1901, July-December. 

1902, Jannary-June . . 
1902, July-December. 
1908, January-June . . 
1908, July-December . 
1904, January-June . . 



Packer I. 
(Beef prices 
at 18 cities.) 



$2.88 
8.02 
2.30 
2.66 
2.89 



Packer II. 
(Beef prices 
at 9 cities.) 



12.98 
2.66 
2.17 
2.34 
2.46 



Packer III. 
(Beef prices 
at 4 cities.) 



12.80 
2.14 
2.23 
2.59 
2.41 
2.00 
2.18 
2.11 



Packer IV. 
(Beef prices 
at 4 cities. ) 



S2.22 
2.31 
2.21 



An examination of this table will show that the margins all indi- 
cate the same general movement, with two exceptions. All the mar- 
gins presented here were at a high level in 1902, and showed a very 
marked decline in 1903. In the first half of 1904: also the margins 
were quite low. These general tendencies are undoubtedly character- 
istic of the business of these packers as a whole, but it would not be 
safe to assume that the margins as given above represent the exact 
average margin between cattle prices and beef prices for each of them, 
because, though thc}^ are based on a fairly large business in each case, 
they represent only a fraction of the sales of beef, and are not for the 
same cities. Moreover, the statistical basis for the cattle prices, 
though quite adequate for two of them, is not so good for the other 
two, and they do not cover in each case exactly the same range of 
business. 

Section 17. Construction of the general margin between the 
prices of cattle ^d of beef. — The general margin between the prices 
of cattle and beef is determined in the same way as for the packers 
severally, but it combines the material of all of them. The average 
cattle price on a packing-point basis is computed from the same data 
as was used in the determination of the general cattle price on a 
Chicago basis, and the average beef price on a packing-point basis is 
determined from the same data as the general beef price on a Chicago 
basis. The reasons have been stated above why this distinction 
between the packing-point basis and the Chicago basis is made, but it 
should be understood that in the determination of the margin the dif- 
ference between the two is very slight. Putting cattle prices on a 
packing-point basis involves a reduction from the Chicago basis of 11 
or 13 cents, and putting beef prices on a packing-point basis involves 
a reduction from the Chicago basis of 10 or 12 cents. (These reductions 
are independent of each other.) The result is that the margin is prac- 
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tically identical, whether it is figured on Chicago basis or on pact 
house basis ;^ it differs in no case more than 2 cents. 

The general margin between cattle and beef which is shown ii 
following table is from January, 1902, to June, 1904, inclusive, 
cattle prices for this table are for four of the large packers in the 
chief packing centers; the beef prices are for all the large packe 
all the markets north of the Potomac and Ohio rivers and east o: 
Mississippi River for which statistics were obtained. The cattle ] 
may be considered representative in a high degree; the beef pri 
less so, and exceeds the actual average net packing-house pric 
accoimt of the fact that the markets represented show a higher ave 
price and quality of beef than the trade for the country as a wl 
The margins, therefore, are somewhat too high. 

Table 84.-G0MPAItIS0N OF PRICES OF DRESSED-BEEF CATTLE SLAUOHTERE 
CmCAQO, KANSAS CITY, OMAHA, EAST ST. LOUIS, AND ST. JOSEPH, COMB 
yfmOBTED ACCORDING TO TOTAL SLAUGHTER IN THOSE PACKING CENTERS, 
THE AVERAGE PRICE OF BEEF IN 24 CITIES, COMBINED AND WEIGHTED ACOOl 
TO POPULATION, BY MONTHS AND SEMIANNUAL PERIODS, JANUARY, 1902, TO JDNl 



Period. 



January . 
February 
March ... 

April 

M!ay , 

June 



1902. 



Average 



July 

August 

September. 
October ... 
November. 
December . 



Average 



January. 
February 

March 

April 

May 

June 



1903. 



Average 



July 

August 

September. 

October 

November. 
December . 



Average 



Twenty-four cities. 


Weighted 
average pilee 
of cattle for 
5packiiig 
centers, pack- 
ing-point 


Mai 
betf 
weig 

^^ 
be 


Weighted 
average price 
of beef, Chi- 
cago basis. 


Amount to 
be deducted 
to place aver- 
age price on 

packing- 
point basis. 


Weighted 
average 
price, pack- 
ing-point 
basis. 


97.10 


SO. 10 


S7.06 


94.69 




7.21 


.10 


7.11 


4.80 




7.92 


.10 


7.82 


5.42 




8.79 


.10 


8.69 


5.87 




9.14 


.10 


9.04 


6.00 




9.24 


.10 


9.14 


5.^ 




8.24 


.10 


8.14 


5.33 




8.37 


.12 


8.26 


5.01 




7.82 


.12 


7.70 


4.44 




6.89 


.12 


6.77 


4.11 




6.80 


.12 


6.68 


4.01 




6.61 


.12 


6.49 


' 3.95 




6.88 


.12 


6.76 


4.00 




7.20 


.12 


7.08 


4.24 




6.27 


.10 


6.17 


3.91 




5.98 


.10 


5.88 


4.10 




6.19 


.10 


6.09 


4.38 




6.86 


.10 


6.76 


4.66 




6.94 


.10 


6.84 


4.48 




7.14 


.10 


7.04 


4.39 




6.67 


.10 


6.47 


4.33 




6.70 


.10 


6.60 


4.25 




6.66 


.10 


6.56 


3.95 




6.61 


.10 


6.41 


3.81 




6.05 


.10 


5.95 


3.55 




5.98 


.10 


5.88 


3.51 




5.93 


.10 


5.83 


3.78 




6.31 


.10 


6.21 


8.80 





oFor the following comparison the difference is 1 cent per hundredweight for the first six m 
nothing for the second, 1 cent for the third, and 2 cenU? for the fourth and fifth. 
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84.— COMPARISON OF PRICES OF DRESSED-BEEF CATTLE SLAUGHTERED AT 

CHICAGO, KANSAS CITY, ETC.— Continued. 





Twenty-four cities. 


Weighted 
average price 
of cattle for 
5 packing 
centers, pack- 
ing-point 
basis. 


Margin 

between 

weighted 

average price 

of cattle and 

beef. 


Period. 


Weighted 
average price 
of beef, Chi- 
cago basis. 


Amount to 
be deducted 
to place aver- 
age price on 

packing- 
point basis. 


Weighted 
average 

price, pack- 
ing-point 
basis. 


1904. 


86.44 
6.20 
6.00 
6.56 
6.93 
7.74 


80.10 
.10 
.10 
.10 
.10 
.10 


86.34 
6.10 
5.90 
6.46 
6.83 
7.64 


88.93 
3.81 
4.03 
4.31 
4.51 
4.78 


12.41 


y 


2.29 




1.87 




2.16 




2.82 




2.86 






'erage 


6.65 


.10 


6.55 


4.22 


2.83 







It correction, computed from half-year average freight rates from Kansas City, Omaha, East 
i, and St. Joseph, respectively, to Chicago, weighted according to total number of cattle 
t slaughter at tne five leading centers. 

inspection of this table shows that the margins were higher in 
ihan in 1903, and that each half year in 1903 was lower than either 
'^ear in 1902. The first half of 1904 also shows a lower margin 
n either half year of 1902, though not so low as the first half 
of 1903. The margins after July 1, 1903, therefore, were not 
but low. This is also true if the margins for a longer period 
le be taken as a basis. 

3rder to determine the margin for a longer period of time the 
trices for one packer for the period 1898-1904, which have been 
above in the discussion of beef prices, Table 74 (see p. 181), and 
I represent the price movement in cities of a combined population 
ir 9,000,000, are compared with the cattle prices for the same 
i (based on data for one packer at each leading market), which 
been presented and described in the discussion of cattle prices, 
being reduced to packing-point basis. It may be observed that 
a-ttle, the prices of which are given here, are not the identical 
which formed the beef for which the beef prices are given, but 
been shown already that for the period 1902-1904 they corre- 
l very closely with the cattle and beef prices, respectively, for all 
ackers combined. Hence, it is reasonable to compare them with 
)ther on the principle that they are representative prices of cattle 
eef. 
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Table 86.-<X)MPARI80N OF PRICES OF DRESSED BEEF SLAUGHTERED BT Oiff PA( 
EACH AT CHICAGO, OMAHA, EAST ST. LOUIS, AND ST. JOSEPH, COUStSED, WBIGl 
ACCORDING TO TOTAL SLAUGHTER IN SAID CITIES, WITH THE PRICE OF DBE 
BEEF BOLD BY A LEADING PACKER AT NINE CITIES, WEIGHTED ACCpBDIHO TO 1 
LATION, BY SEMIANNUAL PERIODS, 1898-1904. 



Period. 



1898: 

Jannary-Tune.. 

July-December. 
1899: 

Janaary-June.. 

July-December. 
1900: 

January-nJune. . 

July-December. 
1901: . 

January-June.. 

July-December 
1902: 

January-June.. 

July-December 
190S: 

January-nJune.. 

July-December. 
1904: 

January-June.. 



Packing-point 



Weighted ay 

erage price of 

beef sold by 

a leading 

packer at 

nine cltie8.a 



96.63 
6.90 

7.00 
7.84 

6.88 
7.22 

7.07 
7.18 

8.82 
7.39 

6.69 
6.47 

6.71 



Weighted «T- 
emge Ure 
prioeof «alr 
tie, one pMfc- 
ereach,f(Mr 
packing eeB- 
teneom- 
Uned.» 



•LSI 
4.09 

LSI 



4.9 
LM 

La 
L» 

&41 
L87 

L» 
&8» 

La 



Diilei 



a Weighted according to population. 

b Weighted according to total slaughter in Chicago, Omaha, East St. Louis, and SL Josepl 

The average margin for the whole period was $2.62; the lowest ] 
gin was in the first half of 1903, namely, $2.21, and the higb^t ma 
was in the last half of 1902, namely, $3.02. The margin in the 
half of 1903, instead of being exceptionally high, was below the 8 
age, as also the margin for the first half of 1904. Judging from 
table, therefore — and it is the most important evidence obtainabi 
the matter — the year 1903, instead of being characterized by anusi 
high margins, had, in fact, the lowest average margin for the w 
period for which a reliable record is obtainable. 

Section 18. Interpretation of the margin between the pric 
cattle and of beef. — ^The interpretation of the margin between 
price of cattle and beef is found primarily in the causes determi 
their respective price movements. These causes have been discu 
at length. (See pp. 137-155, 181-188.) But the interpretation oi 
margin demands something besides that; it demands an explanatic 
the significance of the margin and the significance of chQ,nge8 in its 
tive amount. The essential facts necessary to an understanding of 
question have been considered already, but they should be stated he 
make the true character of the margin perfectly clear. It is often 
takenly assumed that, if the actual movement of the margin ^ 
obtained, a proper criterion would be furnished thereby for judgii 
tiie reasonableness of prices or of the increase and decrease in pn 



I 



^ 
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'his, however, is a decided error. It has been repeatedly pointed out 
bove that the cattle purchased for the production of beef have a very 
trge proportion of waste, so far as beef production is concerned, 
amely, about 44 per cent waste. The cattle price is reckoned per 
undredweight, and is paid for bones and oflfal as well as beef; hence, 
3 find the cost of that part of the animal which is useful for beef 
reduction, the total price paid for the live animal must be reduced 
3 a dressed-weight basis. This almost doubles the cost price which 
J to be compared with the selling price of beef, and invariablj'^ makes 
J higher than the value of the beef. (See p. 161.) 

Such a high price can be paid for cattle because the hide and fat are 
aluable, and the oflfal also furnishes material for valuable products. 
>n this account it is often stated that the packer makes his profits out of 
tie by-products. Owing to the fact that beef prices, roughly speaking, 
ary rather with the cost of cattle on a dressed-weight basis than the 
ost of cattle on a live-weight basis, the beef prices must advance 
bnost twice as rapidly as the market prices of cattle in order that the 
elations of price and cost should show something like the same mar- 
in. (See pp. 161-162.) But, even when the cattle price reduced to the 
asis of dressed weight is compared with the beef price, the margin 
►etween the two is not an accurate representation of the reasonable- 
ess of prices nor the amount of profits, because there are two other 
uantities that enter into the equation of profit, namely, the cost of 
laughter and sale and the value of by-products. The cost of slaughter 
nd sale is practically a constant, which may be added to the cost of 
attle on a aressed- weight basis; the aggregate cost so obtains exceeds, 
t course, the value of the beef. The value of by-products, on the 
ther hand, is a deduction from the gross cost so obtained, and a deduc- 
ion which is of course suflScient to bring the resultant net cost below 
he price of beef. The way, therefore, to get a "margin" for the 
racking industiy which shall, even in a moderate degi'ee, represent 
he course of profits and indicate the reasonableness or unreasonable- 
ess of the prices of cattle or of beef is to reduce the cattle price to 

dressed-weight basis, to add to this the cost of slaughter and sale, 
tii to deduct from the sum so obtained the value of the by-products, 
inch a procedure to be very exact requires, however, a very intimate 
knowledge of the actual costs and proceeds of business of the pack- 
tig industry, and if this is obtained it is much better to reckon the 
ctual profit in dollars and cents, which is after all the gist of the 
^Toblem. 

Since, moreover, as appears in Chapter V, the actual profit of the 
backer is usually only a small fraction of a cent per pound of dressed 
^ef, it is obvious that in considering margins only the most accurate 
'^d complete statistics of the prices of cattle and of beef can give 
K^ormation of any value reg-arding the amount oy ^Jdl"^ N^YsaXXsyo. \\^. 
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profits. Trade-journal quotations, however carefully made, can not 
be trusted for this pui*pose. Even the extensive and accurate material 
used in computing prices in this chapter is not sufficiently complete 
to permit an accurate computation of profits. The beef prices do not 
represent the same cattle as the cattle prices. In the following chap- 
ter, accordingly, a direct comparison is made between the total cost of 
a large number of cattle and the net proceeds of the beef and other 
products actually derived from them. 



CHAPTER V. 
PROFITS OF THE BEEF BUSINESS. 

INTBODnCTION. 

Section 1. Necessity of study of profits. — The resolution of Con- 
gress under which the present investigation was inaugurated requests 
the Secretarj^ of Commerce and Labor to inquire into the "profits, 
conduct, and management of the business " of corporations in the alleged 
combination. The Bureau of Coi-porations has deemed the profit of 
the great packers in their beef business to be the most important sub- 
ject of its inquiry. It is evidently impossible to judge of the reason- 
ableness of the prices paid by the packers for cattle, or of the prices 
charged by them for beef, from a mere comparison between the prices 
of the two commodities. So many elements atfect the profits of the 
packer that a given margin between the prices of cattle and of beef may 
represent an entirely different profit at one time from what it does at 
another. If the profit which the packers obtain from the entire beef 
business, including the profit from the many by-products derived from 
cattle, is a reasonable one on their investment, then, so far as the 
influence of the packers is concerned, the price of cattle and of beef 
must be considered reasonable; and any grievance which the cattle 
raiser or the consumer of beef may have must be attributed to some 
other condition, force, or class of persons. 

Section 2. Method of the inquiry. — ^The slaughtering and pack- 
ing of beef is an industry of great complexity, and to ascertain its 
profits correctly is exceedingly diflScult. The difficulty, due to the 
complexity of the beef business itself, is stilt further enhanced by two 
other circumstances. In the first place the great packers kill not only 
cattle, but also enormous numbers of hogs, sheep, and calves; they 
buy and sell dairy products, eggs, poultr}^, and many other commodi- 
ties, and they operate extensive ti*ansportation facilities. For this 
reason part of the expense of doing business can not be attributed 
directly to the beef branch, and only an estimate can be made of the 
proportion of such expenses which should be assigned to the beef 
business. For this reason also various by-products from cattle become 
intermingled with similar products derived from hogs, sheep, and 
calves, so that it is difficult or impossible to determine the quantity or 
value of such products attributable to the cattle. In the second place 
the packers carry the manufacture of some of the by-products of cat- 
tle to a high degree of elaboration, practically entering into distinct 
manufacturing industries. It is very hard to detei'miw^ ^Vi^^lVvfcx \5ckfc 
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charges which the packers make for raw material transferred from 
their cattle departments to these manufacturing departments repre- 
sent a full and fair market value, or whether some part of the profits 
of the more advanced processes should properly be considered as 
belonging to the cattle-slaughtering business, and, in case this ques- 
tion is answered in the affirmative, to decide with any precision how 
much of the profits should be so considered. 

Because of this complexity it was considered essential in the present 
investigation to enter into great detail with reference to the subject of 
profits. The apparently natural method of taking figures of profit or 
loss directly from the balance sheets of the departments handling cat- 
tle and other products would, it was found, be inconclusive without 
thorough study of the bookkeeping methods of the companies, based 
on a knowledge of all the details entering into the accounts and 
affecting the profits. The Bureau of Corporations accordingly under- 
took to ascertain from the detailed records of the companies the cost 
of cattle, the cost of handling them and their by-products, the 
quantity of beef and of the various by-products derived from the 
cattle, and the true average prices thereof. From these data, inde- 
pendently of the general balance sheets and financial statements of the 
companies, the profits in the business of each concern were com- 
puted. The result thus reached was then compared with the financial 
statements, the latter being subjected to such interpretation and criti- 
cism as appeared necessary from the detailed investigation. 

Section 3. Companies and plants covered by profit statis- 
tics. — It was found, however, that this elaborate method of computing 
the profits of the beef business could be pursued only with reference 
to Armour & Co., Swift & Co., and the Schwarzschild & Sulzberger 
Company. The records of the National Packing Company, Morris & 
Co., and the Cudahy Packing Company are in somewhat different form 
from those of the other three concerns mentioned, and a careful exam- 
ination of them showed that it was entirely impracticable to obtain the 
complete information necessary for the purpose in view. Aside from 
other difficulties, the fact that the companies last named do not distin- 
guish between the cost of cattle used for dressed beef and of cattle 
used for canning was alone sufficient to preclude an accurate computa- 
tion of profits. A large amount of statistical material bearing on the 
subject of profits was, however, taken from the books of Morris & Co. 
and the G. H. Hammond Company (which is now a subsidiary concern 
of the National Packing Company), as a check upon the similar data 
obtained from the packers whose statistics were used in the actual 
computation of profits. 

It will be recalled that the beef business, as conducted by the large 
western packers, consists of three fairlv distinct branches — dressed 
beefj beef cutting and curing, and beef canning. The separation 
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between these departments is not always made in the same manner in 
the accounts of the several companies. The dressed-beef branch of 
the business is concerned wholly or chiefly with entire carcasses of 
beef, refrigerated and sold fresh. A considerable number of cattle, 
mostly though not wholly of a lower grade, are cut up by the packers 
at their packing houses, the better cuts from such carcasses being 
either sold in a refrigerated state or frozen for later sale, and the 
inferior cuts being salted or otherwise cured. The third class of 
cattle — ''canners" — are handled in the same way as the "cutters," 
except that the poorer cuts are canned instead of being cured. Gen- 
erally speaking, the beef which is to be used for canning purposes 
passes through the accounts of the cutting department. In other 
words, the cutting department receives all carcasses which are to be 
cut up for any purpose, and transfers the cuts to the freezer, the cur- 
ing department, and the canning department. 

It was found by the Bureau of Corporations that it is diflScult or 
impossible to compute accurately the profits on the beef -curing busi- 
ness, and still more on the beef -canning business, for the reason that 
the companies also cure and can large quantities of products other than 
beef, and that some at least do not distinguish clearly in their accounts 
between the costs, sales, and profits connected with the beef cured or 
canned, and those connected with the other products. For this reason 
calculation of the profits for the Armour, Swift, and Schwarzschild & 
Sulzberger companies, in the present chapter, has been based, so fai 
as possible, exclusively upon the dressed beef business. In no case, 
however, is it possible wholly to exclude the statistics of cutter and 
canner cattle from the computations. Thus Swift & Co. , who do not 
can beef at all, but leave that branch of the business to the aflSliated 
concern, Libby, McNeill & Libby, do not distinguish between dressed- 
beef cattle and cutter cattle in their killing records. The accounts of 
this company are, however, so kept that it is possible to ascertain 
accurately the profits derived from cutter cattle, and the statistics 
hereinafter presented include such cattle in every case. In the case 
of Armour & Co. the cutter cattle are grouped with the canners, and 
both these classes have been excluded from the more important sta- 
tistics, such as those relating to the cost of cattle and the sales of beef; 
but with regard to some minor items, such as sales of hides and the 
yield of oleo products from fat, it is impossible to distinguish between 
the products of dressed beef cattle and the other classes. The sta- 
tistics for the Schwarzschild & Sulzberger Company do not permit 
the exclusion of either cutters or canners. 

In the discussion of the statistics entering into the computation of 
profits the precise basis used for each class of figures is set forth, and 
the possible effects of the minor elements of incomparability in cer- 
tain items are discussed. 
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The statistics covered hy the present chapter, however, do not 
include all the dressed beef business of either Armour & Co., Swift 
& Co., or the Schwarzschild & Sulzberger Company, certain omis- 
sions being made because of the diflSculty or impossibility of obtain- 
ing satisfactory statistics for all plants and all cattle. The data 
for the Schwarzschild & Sulzberger Company are for the Chicago 
plant only, the New York plant being excluded because of the wide 
difference in the character of the cattle killed there as compared with 
those killed in the West, as well as because of other differences in the 
condition of the business at New York, and the Kansas City plant being 
excluded because of the large proportion of canner cattle killed. At 
the Chicago plant of this company few canners are killed, and the 
records show the approximate value of the beef from such cattle. The 
statistics for Swift & Co. include the entire beef business of the Chi- 
cago, Kansas City, South Omaha, East St. Louis, and South St. Joseph 
plants, the less important plants at J'ort Worth and South St. Paul 
being omitted on account of the diflSculty of securing data. 

In the case of Armour & Co., the available general records of the 
sales of dressed beef cover only the beef handled through the branch 
houses under the jurisdiction of the Chicago office (" shipped on Chi- 
cago account," to use the terminology of the company). This includes 
practically all beef shipped from the Chicago plant of the company 
and most of that shipped from East St. Louis and South Omaha, but 
only a fraction of that shipped from the Kansas City and Fort Worth 
plants. On this account the statistics for cost of cattle and other 
factors entering into the computation of profits for the Kansas City 
and Fort Worth plants of Armour & Co. have been allowed, in mak- 
ing up averages, only a weight in accordance with the proportion of 

the beef shipped from those points which is '^ shipped on Chicago 
account." 

On account of imperfections in the records of the three packers, 
estimates have had to be made on certain minor points. The nature 
of and basis for these estimates are fully set forth in connection with 
the detailed discussion below. It may be said, however, that the sta- 
tistics in this chapter represent very nearly correctly the greater part 
of the business of the Armour, Swift, and Schwarzschild & Sulzberger 
companies. They cover for each of the two periods of twelve months 
more than 2,000,000 cattle, or about two-fifths of the entire number 
slaughtered by the six great companies particularly covered by this 
investigation. 

I. COST OF CATTLE AND YIELD OF BEEF. 

Section 4. Basis of statistics. — The basis of statistics of cattle 

prices used in this chapter, and the nature of the records from which 

they were compiled, have alread}^ been more fully set forth in Chap- 

ter IV. So far as the Avmouv, Sn\\\1, '*xwd "^vVv^^vy.child & Sulzberger 
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companies are concerned, the Bureau was able to obtain the actual 
number, live weight, live cost, and dressed weight of all cattle of the 
classes taken into account in the study of profits. The figures were 
taken, in most cases, directly from the current killing records of the 
companies by the special agents of the Bureau. 

For Swift & Co. the statistics of cattle prices which are included in 
Table 86 cover the entire number of cattle killed at Chicago, Kansas 
City, South Omaha, East St. Louis, and South St. Joseph, these 
cattle, as just stated, consisting of those used for dressed beef and 
cutters, but not including canners. For Armour & Co. only dressed- 
beef cattle are included. The records of this company for the Kansas 
City house do not distinguish between dressed-beef cattle and canners. 
After consultation with the officers of the company the price of 
dressed beef cattle at Kansas City was estimated to be 10 cents less 
per hundred pounds than the price of such cattle at South Omaha for 
the same periods of time. The eflfect of any error in this assumption 
is minimized by the fact that, in making up the table of average cattle 
prices, only a small proportion of the dressed beef cattle killed by 
Armour & Co. at Kansas City were taken into account, for the reason 
indicated in the preceding section. The proportion so included was 
determined on the basis of the actual records of the quantity of 
dressed beef shipped from the Kansas City plant on account of the 
Chicago office of Armour & Co. Only about one-fifth of the dressed 
beef shipped by Armour & Co. from Fort Worth is shipped on account 
of the Chicago office, and accordingly only a corresponding proportion 
of the total number, weight, and cost of dressed beef cattle killed at 
that point has been included in Table 86. 

The dressed weight of beef derived from cattle slaughtered is what 
is designated as the " cold weight." The carcasses are weighed imme- 
diately after dressing, and from the "warm weight" thus ascertained 
2 per cent is deducted by the packers in their killing records, to cover 
the shrinkage which has been found by experience to take place 
between the time of killing and the time when the beef is shipped 
from the packing house. In making up Table 99, on profits, a slight 
correction of the dressed weight shown in the killing records was 
made for one of the companies whose accounts for an entire year 
show that the actual difference between the warm weight and the 
shipping weight, including certain minor trimmings which are made 
after the warm weight is taken, is a fraction more than 2 per cent for 
all its plants combined. 

Section 5. Summary of statistics.— Table 86 shows on the basis 
of the records above described the total number and total weight and 
cost of cattle for the Armour, Swift, and Schwarzschild & Sulzberger 
companies, distinguishing between the several packing centers, together 
with averages. Table 87 presents more concisely the average live 
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weight, live cost, dressed weight, and the percentage of dressed weight 
to live weight for all packing points combined. The statistics for East 
St. Louis, South St. Joseph, and Fort Worth are combined in order 
to avoid divulging the business of individual packers. 



Table 86.— LIVE WEIGHT, LIVE COST, AND DRESSED WEIGHT OF CATTLE KILLED BY 
ARMOUR & CO., SWIFT & CO., AND THE SCHWARZSCHILD & SULZBERGER COMPANY, 
FOR INDIVIDUAL PACKING POINTS. BY SEMIANNUAL PERIODS, JULY, 1902, TO JUNE, 
1904. 





Number of 
cattle. 


Live 

weight, 

thousands 

of pounds. 


Live cost, 

thou- 
sands of 
dollars. 


Dressed 
weight, 
thou- 
sands of 
I)Ounds. 


Average. 




City. 


Live 

weight, 

per head. 


Live 

cost, 

percwt. 


Dressed 

weight, 

per head. 


Dreflsing. 


July to December, 
1902. 

Chicago 


617,459 
160,502 
146,278 

194,130 


578,189 
144,922 
150,167 

183,136 


29,310 
6,432 
6,669 

7,218 


324,016 
76,678 
80,329 

97,580 


Pounds. 

1,117 

963 

1,027 

943 


$5.07 
3.75 
3.78 

3.94 


Pounds. 
626 
509 
549 

603 


Percent 
56.04 


Kansas City 

South Omana 

East St. Louis and 
South St. Joseph. 


&2.91 
53.50 

53.28 


Five cities... 


1,008,369 


1,066,404 


47,629 


578,603 


1,048 


4.61 


674 


54.77 


January to June, 
190S. 

Chicago 


581,017 

98,806 

189,274 

140,398 


683,431 
106,389 
211,193 

146,269 


31,229 
4,361 
8,866 

6,966 


390,187 

69,093 

118,962 

81,688 


1,176 
1,067 
1,116 

1,042 


4.67 
4.13 
4.19 

4.08 


672 
598 
628 

582 


57.09 


Kansas City 

South Omaha 

East St. Louis and 
South St. Joseph. 


66.07 
56.32 

56.85 


Five cities... 


1,009,495 


1,146,282 


60,401 


649,920 


1,136 


4.40 


644 


56.70 


July, 1909, to June, 
190S. 

Chicago 


1,098,476 
249,308 
335,552 

334,528 


1,261,621 
250,311 
361,351 

329,404 


60,540 

9,783 

14,526 

13,183 


714,203 
135,771 
199,281 

179,269 


1,149 
1,004 
1,077 

985 


4.80 
3.91 
4.02 

4.00 


650 
545 
594 

536 


56.61 


Kansas City 

South Omaha 

East St. Louis and 
South St. Joseph. 


64.24 
55.15 

54.42 


Five cities... 


2,017,864 


2,202,687 


98,031 


1,228,524 


1,092 


4.45 


609 


65.77 


July to Deceniber, 
1903. 

Chicaero 


656,467 
116,179 
131, 574 
136,387 

76, 192 


654,180 
113, 788 
140,062 
133,978 

82,564 


28,769 
3,673 
4,841 
4,742 

3,135 


375,081 
61,093 
76, 771 
73,039 

45,922 


1,176 
979 

1,065 
982 

1,084 


4.40 
3.23 
3.46 
3.54 

3.80 


674 
526 
583 
536 

603 


57.34 


Kansas City 

South Omaha 

East St. Louis 

South St. Joseph 
and Fort Worth. 


53.69 
54.81 
54.51 

55.62 


Six cities.... 


1,016,799 


1,124,572 


45,160 


631,906 


1,106 


4.02 


621 


56.19 


January to June, 
1901,. 

Chicago 


479,468 
136,072 
185, 726 
127,413 

68,390 


565,293 
142,877 
205, 802 
131,270 

74,960 


26,770 
5,697 
8,260 
6,291 

3,014 


323,948 
79,913 

115,233 
74,086 

42, 179 


1,179 
1,050 
1,108 
1,031 

1,096 


4.56 
3.92 
4.01 
4.03 

4.02 


676 
687 
620 
681 

617 


57.31 


Kansas City 

South Omaha 

East St. Louis 

South St. Joseph 
and Fort Worth. 


55.93 
55.99 
56.44 

56.27 


Six cities 


997,059 


1, 120, 202 


47, 932 


635,359 


1,124 


4.28 


637 


56.72 


JuXy, 1903, to Jun£. 
190U. 

Chicasro 


1,035,925 
252,251 
317,300 
263,800 

144,582 


1,219,473 
266,664 
345,864 
265,249 

157,525 


54,539 

9,270 

13, 101 

10,032 

6,150 


699,028 
141,.006 
192,005 
147, 126 

88,101 


1,177 
1,017 
1,090 
1,005 

1,090 


4.47 
3.61 
3.79 
3.78 

3.90 


675 
559 
605 
668 

609 


57.82 


Kansas City 

South Omaha 

FAstSt. Louis 

South St. Joseph 
and Fort Worth. 


54.94 
65.81 
65.47 

65.93 


Six cities.... 


2,013,858 


2,244,776 


93,092 


1,267,266 1,115 


4.15 


629 


5^.46 
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Table 87.— AVERAGE LIVE WEIGHT AND COST OF CATTLE AND YIELD OF BEEF FOR 
ARMOUR & CO., SWIFT A CO., AND THE SCHW^ARZSCHILD & SULZBERGER COMPANY, AT 
SIX CITIES COMBINED, BY SEMIANNUAL PERIODS, JULY, 1902, TO JUNE, 1904. 



Average live weight (pounds) 

Average cost ^per hundredweight) 

Average cost (per head) 

Average dreealiig (percentage) 

Average dreesea weight (pounds) . 

Average live weight (pounds) 

Average coet (per hundredweight) 

Average cost (per head) 

Average dressing (percentage) 

Average dressed weight (pounds) . 



1902, July- 
December. 



1,048 

$4.51 

$47.28 

64.77 

674 



1908, Jan- 
uary-June. 



1,186 

$4.40 

$49.98 

56.70 

644 



July, 1902- 
June, 1908. 



1,092 

$4.46 

$48.58 

66.77 

609 



1903, July- 
December. 



1,106 

$4.02 

$44.41 

66.19 

621 



1904, Jan- 
uary-June. 



1,124 

$4.28 

$48.07 

56.72 

687 



July, 1908- 
June, 1904. 



1,115 

$4.16 

$46.28 

56.46 

629 



In view of the detailed discussion of the movement of cattle prices 
and the causes affecting them which have been presented in Chapter IV, 
comment on this table is superfluous. It serves merely as a basis for 
the computation of profits presented later in this chapter. The marked 
differences between the average prices at the several packing points is 
attributable in part to differences in the class and quality of cattle 
slaughtered, in part to the differences in the distance from the respec- 
tive points to the great consuming centers of the East. The marked 
difference in the average live weight and average dressing percentages 
at the seveml packing centers, as shown by the table, emphasizes the 
differences in the quality of cattle. 

A comparison of the data for the individual packers whose statis- 
tics enter into the table shows a close parallelism in most cases, the 
differences being attributable to differences in the class and quality of 
cattle slaughtered by the respective concerns. The table shows con- 
spicuously the effect on prices of the regular seasonal variations in 
the classes of cattle coming upon the leading markets. The impor- 
tance of these differences may be judged by the fact that the average 
live weight of all cattle covered by the table during the spring of 
1903, 1,136 pounds, materially exceeded the average live weight dur- 
ing the fall of the same year, 1,106 pounds, while a considerable differ- 
ence appears in the dressing percentages, which averaged 56.7 per 
cent for the first six months of the year and 56.19 per cent for the sec- 
ond. Although the price of cattle during the summer of 1902 was 
very high, the sharp decline in all classes of cattle which took place 
toward the close of the year, combined with the influx of grass- fed 
cattle in the fall, brought the average price for the cattle covered by 
the table down to $4.51 per hundredweight. The lowest level of prices 
appears for the fall of 1903, when the average for all the cattle was 
only $4.02 per hundredweight. 
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II. COST OF KILLING AND SELLING BEEF. 



Section 6. Basis of statistics. — The present section has to do 
with those expenses of the dressed beef business which are incurred 
at the packing plants. The expenses for freight on beef from such 
plants to consuming centers, for icing cars in transit, and for operating 
branch houses through which the beef is sold, or for commissions to 
selling agents, are separately discussed in section 27 of this chapter. 
For convenience the expression '' cost of killing and selling beef " is 
used in this section, with the understanding that it does not include 
the entire expense connected with the selling of beef. 

The data showing the expense of killing and selling were taken by 
the agents of the Bureau directl}'^ from the summary financial state- 
ments of the cattle and beef departments of the Armour, Swift, and 
Schwarzschild & Sulzberger companies. For its own information 
each company prepares a summary of its expense accounts in which 
the items are grouped under from fifteen to thirty heads. The meth- 
ods of classifying expenses adopted by the several companies are 
naturally not identical, so that a direct comparison of all classes of 
expenditure is impossible. With respect to a number of the more 
important classes, however, such a direct comparison between the 
companies may be made. There appears a very considerable measure 
of uniformity among the three companies in regard to these compara- 
ble expenditures, a fact which confirms the validity of the bookkeep- 
ing methods used and the correctness of the total expense figures. 

On account of the complexity of the calculations involved in ascer- 
taining the details of the cost of killing and selling, certain assump- 
tions have been made in using these statistics for the computation of 
the profits of the beef business from year to year. In the case of 
Swift & Co. the actual bookkeeping figures for the Chicago, Kansas 
City, South Omaha, East St. Louis, and South St. Joseph plants were 
obtained for the calendar year 1903 only. The average expense of 
killing and selling for these five plants combined for that year has 
been applied to the years 1902 and 1904. This assumption involves a 
slight error, since there was some increase in the average cost during 
1903 as compared with 1902. For Armour & Co. the cost of killing 
and selling was obtained only for the Chicago and Kansas City planfo. 
For the first-named plant the statistics cover the three fiscal yeai*s 
ending with the last week in 0(;tober, 1902, 1903, and 1904. For the 
Kansas City plant only the data for the fiscal year 1904 were secured. 
On the basis of comparison between the figures for Chicago and Kan- 
sas City for 1904, and after consultation with the officers of the com- 
pany, the Bureau made the assumption that the cost of killing and sell- 
ing for the Kansas City and South Omaha houses of this company 
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was 11 cents per head less each year than at Chicago. The actual 
expense of killing and selling for the Fort Worth plant was furnished 
by the company. 

Section 7. Summary statistics of cost of killing and selUng. — 
The natural division of expense of killing and selling which suggests 
itself is into three groups: (1) Expense of killing and dressing, (2) 
expense of refrigeration and shipping, (3) expense of administration 
and selling (at the central offices). The various heads of expense for 
the three companies have been classified into these main groups with 
as great accuracy as the form of the accounts permits. Because of 
difference in the composition of some items, however, the groups for 
the different companies can not be made strictly comparable, f^h 
company carries on its books one or more headings of expense^that 
combine items which, according to the system of another company, 
would fall into two, or even three, of the main groups indicated. 
Broadly speaking, however, the groups of items for the several com- 
panies are on essentially the same basis, and the totals for each group 
do not differ greatly as among the companies. The approximate 
average per head for these groups of items in the calendar year 1908 
IB as follows: 

Per head: Cents. 

Killing and dressing 61. 49 

Refrigeration and shipping 67. 31 

Administration and selling 73. 95 

Totel 192.75 

In noAking up this average the figures for Armour & Co. cover the 
fiscal year ending October, 1903; those for Swift & Co. the six months 
ending December, 1903, and those for the Schwarzschild & Sulzberger 
Company the calendar year 1903. The figures for each company and 
plant have been weighted according to the number of cattle for which 
statistics were used in preparing Table 86. The items included in the 
several groups of expenditure above mentioned require considerable 
explanation and comment. In calculating the profits in section 29 the 
total actual expenses for each period and plant, so far as available, 
have been used for the killings at that plant for that period. 

Section 8. Cost of killing and dressing. — ^The cost of killing and 
dressing cattle, which avemged 61.49 cents per head in 1903, is the 
simplest and most clearly marked of the three groups of expenses 
above distinguished. In the case of each packer the cost falling under 
this head is restricted closely to the expenses directly connected with 
the killing beds. The cost of preparing and selling by-products is not 
included, nor the expense connected with the beef itself after it passes 
into the chill rooms. 

H. Doc. 382, 58-3 16 
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So great are the economies which have been brought about by the 
division of labor and by large-scale operations that the total cost of 
killing and dressing a carcass of beef in the most thoroughgoing man- 
ner averages only about 60 cents per head. By all odds the largest 
proportion of this expense is for labor. This item, including the labor 
of the drivers who bring the cattle to the packing house from the 
yards, averages about 45 cents per head. There is a close parallelism 
among the three companies with respect to the labor cost of killing, 
the difference between the company showing the lowest average and 
that showing the highest being only 1.1 cents per head. 

For two or three years prior to 1903 the labor cost of killing and 
dressing increased somewhat on account of advances in the rate of 
wages, and, it is claimed by the packers, on account of restrictions of 
output on the part of labor organizations. The records for the Chi- 
cago plant of one of the large companies covered by this investigation 
show an advance of more than 13 per cent in labor cost during 1903 
over 1902. 

Another important item of killing expense is that for repairs. The 
outlay for this purpose naturally varies materially from year to year 
unless a contingent repair fund is maintained by regular appropria- 
tions — a thing which is not done by either of the packers at present 
under consideration. As might be expected, therefore, the three 
companies differ materially among themselves in respect to the expend- 
iture for repairs during 1903, ranging from 2.83 cents per head to 8 
cents per head. 

The other more important items of expense included under the head 
of killing and dressing are steam power, electric light and power, 
water, teaming (for carrying by-products from the killing floors to the 
various aflSliated departments and for similar purposes not connected 
with the shipment of beef), tools and implements, and cleaning of 
cattle pens. 

Section 9. Expense of refrigeration and shipping. — According to 
the practice of the modern packing establishment dressed beef has only 
begun its movement toward the consuming market when the killing 
and dressing are completed. As already stated, the expenses connected 
with the refrigeration and shipment of beef at the packing plants them- 
selves, and exclusive of freight and icing of cars in transit, averaged 
for the three packing companies during 1903, 57.31 cents per head, or 
about 9 cents per hundred pounds of dressed beef. 

When the carcasses of the cattle have been dressed they are sent to 
the chill rooms, where they must be kept for at least twenty-four 
hours under a gradually reduced temperature before they are shipped. 
The expense of mechanical refrigeration in the chill rooms is a large 
item. Another considerable element of expenditure is that for labor 



THE BEEF INDUSTRY. 207 

in handling the carcasses in the coolers, sewing canvas bags on the 
quarters intended for export, and quartering, weighing, and loading 
carcasses upon cars. The third important item is the expenditure for 
icing cars before shipment. Especially during the summer the cars 
become thoroughly heated on their return journey and in the stock 
yards, so that a large amount of ice and salt is required to bring them 
down to the proper temperature. For this reason the icing of cars at 
the packing plants themselves costs in the aggregate much more than 
the reicing of cars in transit. This latter item of expense is not 
included in the present computation. Other minor expenditures con- 
nected with the refrigeration and shipment of dressed beef are for the 
cleaning of cars, light, and repairs. Partly on account of the differ- 
ence in the methods of classifying expenditures, as above stated, there 
is a considerable variation among the three packing companies with 
respect to the total amount of the expenditures grouped under the head 
"Refrigeration and shipping." 

Section 10. Cost of administration and selling. — ^The expenditures 
grouped under the third head, designated as for ''Administration and 
selling," averaged for the Armour, Swift, and Schwartzschild & Sulz- 
berger companies during the year 1903 not less than 73.96 cents per head, 
or about 12 cents per hundred pounds of dressed beef. The fact that 
this group of expenditures exceeds that for the killing and dressing of 
the beef proper seems at first surprising. It may be understood, how- 
ever, by consideration of the nature of the dressed-beef business as 
conducted by the large western packers. 

(1) In the first place, refrigerated beef is a very perishable com- 
modity. It must be sold within about three weeks from the time of 
killing, or its value begins to fall rapidly and soon disappears alto- 
gether. On account of the large investment of the packer in the cat- 
tle, and the comparatively small margin which can be secured between 
the cost of the beef and its selling price, the packer must exercise 
great diligence to prevent any part of his expensive commodity from 
l)econiing spoiled. He must sell it promptly, and at the same time he 
must sell it, if possible, for a remunerative price. The great packing 
conipanies do not intrust implicitly to their local representatives and 
commission agents throughout the country the decision of the precise 
time at which beef shall be sold and of the price which shall be accepted 
for it. The head offices are in constant telegraphic communication 
with the branch houses and commission agents during the progress of 
the sale of each carload of beef, obtaining information and giving 
advice. The aggregate expenditure of each of the two largest com- 
panies for telegraphic service is in the neighborhood of $200,000 a 
year, ana a large proportion of this is connected with the sale of 
dressed beef. 
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(2) In the second place, dressed beef is a commodity of widely vary- 
ing character. There are no standard grades with uniform costs and 
for which uniform prices may be expected. The dressed beef from 
every bunch of cattle differs in cost from that from every other bunch, 
while the individual carcasses from a given bunch of cattle vary 
materially in quality. For this reason, and in view of the fact that 
the margin between the cost and the selling price is comparatively 
narrow, the packer finds it necessary to keep most detailed records of 
the cost of beef carcasses, of the factors indicating their quality, and 
of the prices received for them. He must keep such records as a 
check upon his cattle buyers, by which he may determine from the 
results of the dressing of the cattle and the sale of the beef whether 
the buyers are paying too much. He must keep such records equally 
as a check upon the salesmen in order to determine whether, in view 
of the cost and quality of beef, they are getting enough for it. 

In the books and papers of the packing companies, accordingly, 
record is kept of each bunch of cattle killed, showing its live weight 
and cost, weight and quality of hides, and weight of fat (frequently 
only the caul and ruflBie fat is actually weighed, the remaining fat 
being estimated according to certain rules), dressed weight of beef, 
and the so-called "dressed cost," sometimes designated as "test cost" 
or " red cost," which is computed from the other data mentioned, with 
the addition of one or two minor constant items. This "dressed 
cost" — which, as elsewhere' explained (p. 251), materially exceeds fhe 
net cost which would be found if all the by-products were credited at 
their full value — is carried forward into the accounts of the sale of 
beef. The carcasses from each bunch of cattle, to whatever market 
they may be sent, are kept distinct in such a way that the cost may be 
compared with the selling price. All this requires a very large amount 
of bookkeeping. Moreover, the fact that the different carcasses con- 
signed to a given branch house for sale vary so greatly in cost and 
quality naturally increases the difficulty and expense of that super- 
vision over the progress of the sale which has been described in the 
preceding paragraph. 

(3) Finally, the dressed beef business is one of very numerous trans- 
actions. A single car of beef, worth perhaps between one and two 
•thousand dollars, may be sold by a branch house to a hundred or more 
customers. The branch house not merely sells whole carcasses, but it 
cuts up a considerable proportion of the carcasses, and sells the parts to 
different buyers. This characteristic of the business naturally increases 
not only the expense of branch-house administration, but also the 
expense of the sales department and the accounting department at the 
head office of the packing company. The long and elaborate account 
sales which the branch house managers and commission agents send in 
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for each car of beef must be carefully checked over by the company, 
not merely to verify the accuracy of the entries, but also for the pur- 
pose of criticising the soundness of the judgment of the branch house 
manager in his method of disposing of the beef. 

For all these and other less important reasons the beef business is 
one in which, in proportion at least to the net margin from sales, 
administrative and clerical work is extremely large. The great packing 
companies have a host of officials and clerks. Swift & Co., for exam- 
ple, have at their Chicago office alone more than a thousand salaried 
clerks. While m^ny of these are occupied wholly or partly with 
other branches of the business, the beef department requires much 
more administrative work in proportion to the amount of sales than 
the departments handling hogs and sheep. 

Section 11. Interest and depreciation. — The above statistics of 
cost of killing and selling do not in any case include any allowance for 
interest or depreciation. Two of the three companies concerned carry 
one or both of these items in their accounts of the beef department, but 
the other company charges interest and depreciation for the entire pack- 
ing business to the general profit and loss account without assigning 
any part to individual departments. It is impossible to arrive at a 
figure for either interest or depreciation which accurately represents 
the conditions^ in the packing business generally. 

For, with respect to interest, the amount which may, from the stand- 
point of the individual company, properly enter into the expense 
account depends upon the policy and financial condition of that com- 
pany rather than upon the general characteristics of the beef business. 
It is obviously not proper to treat as an expense of operation interest 
on that part of the capital of a company itself which is employed in 
carrying the stocks of dressed beef, or which is otherwise assigned to 
the operations of the beef department; since interest on such capital 
is part of the net return to the company from which it declares its 
dividends. Only interest on borrowed capital is properly to be con- 
sidered as an expense to the company. 

The Armour, Swift, and Schwarzschild & Sulzberger companies 
differ materially among themselves with respect to the proportion 
which their borrowings bear to their own capital. To say that it costs 
one concern more to do business than another because it borrows 
more money gives a misleading impression, when the object in view 
is to ascertain the expense connected with the beef industry as such. 
Indeed, from the standpoint of the industry, even interest on borrowed 
capital is not, strictly speaking, to be considered an expense. The 
correct method of apprehending the matter is to consider the borrowed 
capital as part of the investment in the industry, and to look upon the 
gross profits of the business as going in part to the capital furnished 
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by the owner and in part to the capital furnished b}'^ the lender. Even 
if this were not the case, a difficulty arises in determining the interest 
chargeable to the beef business, because of the impossibility of ascer- 
taining precisely what proportion of the total capital borrowed by a 
given company during a period of time is used in caiTying stocks of 
beef. 

While these considerations justify the exclusion of interest as an 
element of cost, it must nevertheless be remembered, in judging of the 
profits of the packing companies, that part of their earnings must be 
paid out as interest on borrowed capital and can not be used for their 
own dividends. If the companies actually borrowed the entire amount 
of money necessary to carry their beef, the interest would be, indeed, 
a very material deduction from their earnings. The time elapsing 
between the purchase of cattle and the receipt of the money for the 
beef derived therefrom hardly averages less than a month. The capi- 
tal tied up in each animal for this period of time is, at present prices, 
6n a rough average, about $50. Interest on this amount for one 
month at the rate of 5 per cent is no less than 21 cents per head, which 
is equal to a considerable proportion of the total net earnings of the 
packers in the beef business. As a matter of fact, of course, most 
packers borrow only a fraction of their running capital. Their aggre- 
gate borrowings are, however, very large. The balance*sheet of Swift 
& Co. showed a floating debt at the end of 1904 of $15,810,658, this 
floating indebtedness being equal to 45.2 per cent of the capital stock of 
the company. The inventory of stock on hand on the same date 
amounted to $15,531,189. 

Equally impossible is it to compute properly an allowance for depre- 
ciation. Depreciation of buildings and machinery is a real expense. 
It is, however, often offset in part or altogether by increase in the 
value of the land used — an increase which has been very marked with 
respect to land at the Chicago stock yards and at some of the other 
western yards. Moreover, the amount of depreciation is greatly 
affected by the policy of the packer in regard to repairs and recon- 
struction. It appears to be the practice of the three companies at 
present under consideration to charge to operating expenses not merely 
minor repairs, but also from time to time large outlays for reconstruc- 
tion and improvements which tend to maintain the plants in unimpaired 
efficiency. Despite this practice, however, there is a gradual depre- 
ciation which is not and can not be covered by current expenditures 
for repairs and improvements. Ultimately the old buildings and 
equipment must be wholly abandoned and new ones must be erected 
out of new capital. 

Representatives of the packing companies have stated to the agents 
of the Bureau that the}^ consider 6 per cent per year on the value of 
buildings and machinery no moY^ U\^\\ a. reasonable allowance for 
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depreciation, over and above the anionni spent for repairs and improve- 
ments, but without taking into account the increase in the value of the 
land. It is impracticable to determine the cost or present value of 
buildings and machinery actually employed in or assignable to the beef 
branch of the packing business. In the absence of information on this 
point, and likewise information as to the true rate of depreciation, and 
as to changes in the value of the land occupied by the plants, any 
attempt to estimate the proper allowance for depreciation would be 
mere guesswork. 

m. VALUE OF BY-PBODUCTS. 

The by-products derived from cattle by the western packers consti- 
tute an enormously important factor in their business. Were it not 
for these by-products dressed beef would have to be sold at a much 
higher price than at present in order that the packer might come out 
even. The value of the beef from a typical steer is only about three- 
fourths of the total value of the products obtained from the animal. 
The net amount realized from the sale of the by-products is several 
times greate^rthan the total profit of the beef business. It is common 
to express this fact by saying that every pound of dressed beef is sold by 
the packers at a loss, and that only from the by-products do they make 
up this loss and obtain a net profit. This is, however, an incorrect 
manner of looking at the facts. Properly speaking, we should either 
consider the value of the by-products as reducing the cost of the dressed 
beef to the packer, or we should look upon the beef and the other com- 
modities as a joint product derived from the raw material. 

A.— HIDES. 

Section 12. Glfeen weight of hides. — The value of the hide is 
usually greater than the combined value of all the other by-products 
derived from a beef animal. It is fortunate, therefore, that concern- 
ing this subject very accurate information is available from the recoixls 
of the packers. 

Hides of the cattle slaughtered by the great packing companies are 
weighed inmiediately after the killing. From the actual weight shown 
by the scales it is usual to make a deduction— commonly 2 pounds 
per hide — to cover the trimmings that will be taken from the hide 
before its sale, the weight of manure and dirt clinging to the hides, 
and the loss in weight from the killing floor to the hide cellar. The 
weight thus computed is entered by the packers in their cattle-killing 
records and in the books of the hide department as "green weight." 
Any inconsistency or error in the method adopted by the packer for 
computing the green weight is eliminated in the determination of hide 
values by the fact that the latter are based on the actual selling weight 
of the hides, the percentage of shrinkage betNve^w 1\\^ ^x^^w^^x'^ljc^ 
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and the selling weight varying in part according to the basis upon 
which the green weight is figured. 

Table 88 shows the average green weight of hides derived from 
cattle covered by the statistics of live cost heretofore presented in 
this chapter. The several packing centers and semiannual periods 
are distinguished. The table includes all hides from dressed-beei 
and cutter cattle killed at the five plants of Swift & Co. covered by 
the present statistics, all hides from dressed-beef cattle killed by 
Armour & Co. at the Chicago, Omaha, and East St. Louis plants, 
together with a proper proportion (as explained on p. 200) of the 
hides at the Kansas City and Fort Worth plants of that company, 
and all the hides from dressed-beef, cutter, and canner cattle killed by 
the Schwarzschild & Sulzberger Company at the Chicago plant 
The records of the Kansas City plant of Armour & Co. do not dis- 
tinguish between the weight of hides from dressed-beef cattle and 
those from cutter and canner cattle, and for this reason it has been 
assumed, in preparing the table, that the average weight of hides frcnn 
dressed-beef cattle at that plant is the same as at the Omaha plant of 
Armour & Co. For the Omaha and Fort Worth plants of Armour 
& Co. the figures of green weight of hides were obtained by the 
compan}'^ through correspondence. With this exception all of the 
data regarding the green weight of hides entering into Table 88 were 
taken by the agents of the Bureau from the books of the packers, and 
usually from those known as the "cattle-killing" books. The totals 
appearing on the books were checked, in typical instances, by the 
details for separate days and bunches of cattle. 



Table 88.— AVERAGE GREEN WEIGHT OF HIDES FOR SWIFT & CO., ARMOUR & CO., AND 
THE SCHWARZSCHILD & SULZBERGER COMPANY, AT INDIVIDUAL PACKING POINTS, 
BY SEMIANNUAL PERIODS, JULY, 1902, TO JUNE, 1904. 

[Pounds per head.] 



Packing point. 


1902, July- 
December. 


1903, Janu- 
ary-June. 


July, 1902- 
June, 1903. 


1903, July- 
December. 


1904, Janu- 
ary-June. 


July, im- 
June, 1901. 


Chicago 


76.1 
66.4 
70.1 
65.4 
70.2 


77.2 
70.3 
72.8 
69.6 
73.2 


76.7 
67.9 
71.7 
67.1 
7L5 


77.9 
65.9 
71.0 
69.4 
7.3.7 
62.6 


76.8 
70.0 
71.9 
7L5 
73.1 
62.6 


77 3 


Kansas City 


68 1 


South Omaha 


71 6 


East St. Louis 

South St. Joseph 


70.4 
73 4 


Fort Worth 


62 6 












Six cities 


72.1 


74.9 


73.6 


74.1 


73.9 


74 







It will be observed that differences of moderate amount appear with 
respect to the average green weight of hides among the several pack- 
ng centers, and still smaller differences between the several semian- 
nual periods, which show, for all packing plants combined, a minimum 
of 72.1 pounds and a maximum of 74.9 pounds. These differences are 
due to variation in the class and weight of cattle, the effect of which 
is more fully discussed in Chaptei* lY. While the weight of the hide 
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is a larger percentage of the total live weight in the case of a light 
beef animal than in the case of a heavy one, the average weight of 
hides per head is naturally less for the lighter cattle. There is also a 
considerable diflference in the proportion which the weight of hides 
bears to the total weight as between steers and cows, and as between 
Native cattle, Western cattle, and Texas cattle. In general, hides from 
Texas steers are thicker and proportionally heavier than those from 
other classes of cattle, but the average size of the Texas cattle is so 
much less than that of Native cattle that the actual weight of their 
hides, per head, is somewhat less than that for Natives. In geneml, 
the average green weight of hides is greater during the first half of 
the year than during the second half, when a larger proportion of 
Western and Texas cattle and cows are coming upon the market. 

Ejection 13. Shrinkage of hides. — When the hides are stripped from 
the cattle they are taken to the hide cellars, where they am piled in 
packs according to their size and character. These packs usually 
contain between 1,000 and 3,000 hides. Single packs of certain classes 
may contain hides taken oflf over a period of several weeks. Salt is 
placed between the hides to preserve and cure them. The hides must 
be kept in the cellar some time before they are fit for sale. During 
this period considerable shrinkage in weight takes place. The amount 
of such shrinkage depends in part upon the length of time the hides 
are held, in part upon the condition of the hides when put down, and 
in part upon the degree of moisture in the hide cellar. The time 
elapsing between the putting down and the sale of the hides varies 
from one to six months. The extension of this period beyond the 
minimum of four or five weeks required to bring the hide to a salable 
condition depends largely upon the state of the hide market and the 
opinion of the individual packer as to the future course of prices. 
Some packers habitually hold their hides much longer than others. 
It may be estimated, roughly, that the average time hides are kept b}^ 
the packers is about three months. 

The bookkeeping methods of the several packers covered by the 
present statistics do not permit the ascertainment of the actual shrink- 
age upon the hides from the cattle killed during a given period of 
time. The records are so kept that they show both the green weight 
of the hides in each pack and the shrunk weight at the time of sale, 
and from these figures can readily be computed the average shrinkage 
which has taken place in hides sold during a given semiannual period. 
It is obviously incorrect to compute the shrunk weight of the hides 
taken oflf from the cattle during a given period of time by deducting 
from the green weight of such hides the percentage of shrinkage upon 
the hides which have been sold during that same period. As a matter 
of fact, there is a marked diflference in the shrinkage of hides atdiflfer- 
ent times of the year. 
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Thus, the statistics for one of the three packers under consideration 
show that the average shrinkage on hides sold from the Chicago plant 
during the last six months of 1902 and the last six months of 1903 
was about one-sixth greater than the shrinkage on hides sold during 
the first six months of 1903 and the first six months of 1904.** The 
hides taken oflf from about November to April shrink much more than 
those taken off during the remainder of the year. In view of these 
characteristics of hides, and of the records concerning them, it was 
deemed preferable, in computing the value of the hides taken off dur- 
ing a semiannual period, to deduct from the green weight of the hides 
taken off a percentage equal to the percentage of shrinkage in the 
entire number of hides sold during a period of twelve months. A 
margin of error necessarily appears even where this method is pursued 
with regard to each semiannual period, but the respective errors 
counterbalance each other, so that by taking the average shrunk weight 
for a period of twelve months a close approach to accuracy is obtained. 
In the final computation of profits, on account of the difficulties con- 
nected with the value of hides, as well as on account of other difficul- 
ties hereafter mentioned, the distinction of semiannual periods has 
been abandoned, and figures are presented for periods of twelve 
months.* 

Statistics of the shrinkage of hides for one of the three compa- 
nies under consideration were compiled by the special agents of the 
Bureau directly from the records for individual packs sold during the 
selected periods of time. For the other two companies totals of green 
and shrunk weight, by months, were taken from the books of the hide 
department, with proper verifications of the accuracy of these totals. 
For Swift & Co. the complete figures for the Chicago, Kansas City, 
South Omaha, East St. Louis, and South St. Joseph plants were 
obtained by semiannual periods from July, 1902, to June, 1904. For 
Armour & Co. the shrinkage on all hides sold from the Chicago plant 
during the fiscal year ending October, 1903, was ascertained directly 
from the books. The company also furnished average shrinkages for 
the other plants for the fiscal year 1904, but the data for preceding 
years covered by the present investigation were not readily available. 

« Compare also footnote on p. 215. 

^In compiling statistics regarding the shrinkage of hides, it is impossible, from the 
records of the packing companies, to distinguish between the hides from dressed-beef 
cattle and those from cutters and canners, since the same packs may contain hides from 
all these classes of cattle. This matter is significant only with respect to Armour 
& Co., since the statistics for the green weight of hides used in the computations 
for Swift & Co. and the Schwarzschild & Sulzberger Company represent the same 
cattle as the statistics for shrinkage. There is some shght difference among the 
various classes of hides with respect to the shrinkage, but these differences are not 
great enough to cause a material error when the shrinkage on all classes of hides \a 
applied to the computation of the net weight of hides from dressed-beef cattle alone. 



THE BEEF INDUSTRY. 215 

So little difference appeared between the shrinkage of hides at Chicago 
and at the western packing plants during 1904 that it was decided to 
apply the Chicago shrinkage for 1903 to all plants for each period 
from 1902 to 1904. The degree of uniformity in shrinkage which 
appears among the several plants of Swift & Co. and between the 
two periods of twelve months covered by the statistics of that company' 
tends to justify the assumption which was made in the case of Armour 
& Co.« 

The average shrinkage on all hides for the three companies at all 
plants for the period from July, 1902, to June, 1903, is computed at 
15.7 per cent, and for the succeeding twelve months at 15.8 per cent. 
More detailed statistics of hide shrinkages can not be presented at this 
point without unjustifiably revealing the business of individual com- 
panies. In ascertaining the value of hides, as shown in Table 91, the 
actual shrinkage on the hides at each plant has been applied to the 
green weight of the hides at that plant, except, as stated, with refer- 
ence to Armour & Co. 

Section 14. Price of hides. — ^There is a considerable difference in 
the prices of different kinds of hides. The following are the leading 
classes of hides distinguished in the records of the western packers. 
Some slight difference in classification and terminology appears among 
the several companies, but, broadly speaking, they agree in essentials. 
In general, the larger and thicker the hide the greater its value per 
pound: 

Spready Native steers: These are the few largest hides and command a higher price 
than any other class except, perhaps, heavy Texas steers. 

Heavy Native steers. 

Light Native steers. 

Butt-branded steers: The presence of the brand lessens the value of the hide 
somewhat. 

Colorado or Western steers: These are usually branded on the side, and the hides 
are sometimes designated as ''side branded/' 

Heavy Texas steers: On account of their greater thickness and toughness these 
hides bear a higher price per pound than those of Native steers. 

Light Texas steers. 

Heavy cows. 

Light cows. 

Branded cows. 

Native bulls. 

Branded bulls. 

«It may be a matter of some interest to show the variations in the shrinkage on 
hides sold by semiannual periods, despite the fact that these statistics give no precise 
information as to shrinkage on hides taken off during these periods. The variations 
appear with sufficient clearness from the figures for the Chicago plants of Swift & 
Co., Schwarzschild & Sulzberger Co., and Morris & Co., which show the average 
shrinkage on all hides sold from July to December, 1902, to have been 14.7 per cent; 
from January to June, 1903, 14.3 per cent; from July to December, 1903, 15.8 per 
cent; and from January to June, 1904, 14.6 per cent. 
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Further distinctions are sometimes made between Native, Western, 
and Texas cows, and a few other unimportant classes are distinguished 
by certain packers. 

The differences in the prices of the various classes of hides may be 
illustrated by the following quotations showing the average market 
prices at Chicago for the year 1903, as repoi-ted by the Shoe and Leather 
Reporter and published in the report of the Chicago Board of 3?rade. 
Some of the classes above distinguished are not shown: 

Gents. 

Heavy Native steers 11. 69 

Butt^branded steers 10. 57 

Heavy Texas steers 12. 64 

Light Texas steers 11. 19 

Colorado steers 10. 54 

Heavy Native cows : 10. 07 

Light Native cows 9. 64 

Branded cows 9. 19 

Native bulls 9.61 

Branded bulls 7.69 

Average price 10. 283 

The explanations in the previous section in regard to the interval 
between the time when hides are taken off and the time when they are 
sold and regarding the form of the records of the packers show that it 
would be exceedingly diflScult, if not impossible, to ascertain the price 
actually received for the various classes of hides taken off from the 
cattle during a given period of time. Moreover, it would be a matter 
of great coniplexit}^ even to ascertain the number of hides of each 
class taken off during a given period and the true average price 
received by the packers for hides of that class sold during the same 
period. For this reason it was deemed best in computing the value of 
hides for the present purpose to multiply the average weight of all 
hides taken off during a given period of time by the average price 
received for all hides sold during that same period, without attempting 
to distinguish classes. So far as the mere lapse of time between the 
putting down and the sale of the hides is concerned the procedure 
adopted can scarcely be considered an improper one, since the value of 
the hide at the time it is taken off would naturally be computed at the 
price prevailing for that class of bides at that time. , 

But the method pursued involves the error, which can not possibly 
be escaped, that the average price received for hides during a given 
semiannual period does not represent the same distribution of hides as 
appears in the hides taken off during that period. Thus, during the 
fall months the proportion of Western cattle killed is much greater 
than during the spring. A large part of the hides from these Western 
cattle killed in the fall are not sold till after the beginning of the new 
jeai*. The average price of hides sold during the latter half of the 
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year is thus based on a smaller proportion of Western hides than the 
proportion taken oflf. while the opposite error appears with regard to 
the relation of sales of hides and slaughterings of cattle in the first 
half of the year. Where, however, the average price received for 
hides sold during an entire period of twelve months is applied to the 
weight of hides taken oflf during the same period, the element of error 
due to seasonal diflferences in the distribution of cattle is largely 
eliminated and the result is accurate enough for the purpose of com- 
puting approximately the profits of the packers from year to year. 
Nevertheless, for the purpose of indicating roughly the movement of 
the hide market during the past two or three years. Table 89 has been 
prepared, which shows the prices received by the three packers for 
hides sold, by semiannual periods. 

This table includes, in the case of Armour & Co., hides from cut- 
ter and canner cattle as well as those from dressed-beef cattle, which 
alone are included in the statistics of cattle prices for that com- 
pany. The prices of hides from canners average somewhat less per 
pound than those from dressed-beef cattle, and the inclusion of Armour's 
canner cattle tends to reduce slightly the average price for the three 
packers combined below what it strictly should be, and especially to 
render the computed profit for that company separately materially less 
than the profit on dressed-beef cattle shown by its books. For Swift 
& Co. and the Schwarzschild & Sulzberger Company both the prices 
of hides and the weight of hides represent all classes of cattle killed 
by these companies, Swift & Co. not handling canner cattle. 

Except with regard to the Omaha, East St. Louis, and Fort Worth 
plants of Armour & Co., for which the company itself secured statistics 
and furnished them to the agents of the Bureau, the absolute figures 
on which the average prices in Table 89 are based were taken by the 
special agents directly from the bookkeeping records of the companies, 
the totals for months shown by these records being verified in typical 
instances from the details for individual sales. For the Kansas City 
plant of Armour & Co. no figures were available, and the Omaha prices 
were applied to that plant. 

The table includes the Chicago plants of the Armour, Swift, and 
Schwarzschild & Sulzberger companies, the Kansas City plant of Swift 
& Co., the Omaha plants of the Swift and Armour companies, and, 
combined into one average, the East St. Louis plants of the Swift and 
Armour companies, the South St, Joseph plant of Swift & Co., and 
the Fort Worth plant of Armour & Co. 
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Table 89.— AVERAGE PRICE RECEIVED FOR ALL HIDES SOLD BY SWIFT & CO., ARMOUR* 
CO., AND THE SCHWARZSCHILD & SULZBERGER COMPANY, AT INDIVIDUAL PACKING 
POINTS, BY SEMIANNUAL PERIODS, JULY, 1902, TO JUNE, 1904. 

[Cents per pound.] 



Packing point. 



Chicago 

Kansas Ci ty 

South Omaha 

East St. Louis, South St. Jo 
seph, and Fort Worth 

Six cities 



1902, July- 
December. 



12.20 
11.39 
10.95 

11.68 



11.82 



1903, Jan- 
uary- 
June. 



10.75 
9.91 
9.64 

10.22 



10.40 



July, 1902- 
June, 1903. 



11.43 
10.78 
10.20 

11.06 



11.10 



1903. July- 
December. 



10.08 
8.69 
9.08 

9.71 



9.74 



1904. Jan- 
uary- 
June. 



9.81 
9.31 
9.19 

9.72 



9.61 



July, 1903- 
Jone, 1904. 



9.96 
9.04 
9.14 

9.72 



9.68 



It will be seen that there was a steady and considerable decline in 
the average price of hides from the latter half of 1902 to the first half 
of 1904. The average price received for hides from all the plants 
combined fell from 11.82 cents per pound during the period first men- 
tioned to 9.61 cents during the period from January to June, 1904, a 
reduction of 18i per cent. As a matter of fact the prices of hides 
during the year 1902 were higher than for many years, being indeed 
perhaps the highest ever known. The prices prevailing in 1904, while 
slightly less than those prevailing from 1899 to 1901, are still mate- 
rially higher than during the years preceding 1899. 

The differences in the average prices at the several centers are partly 
due to the variations in the grade and quality of cattle slaughtered, 
and partly to differences in the distance from the leading markets. 
Hides of a given grade at Kansas City, for example, will command 
about the Chicago price less the freight from Kansas City to Chicago. 

As a confirmation of the accuracy of statistics of hide prices obtained 
from the books of the packers, the following table is presented, which 
shows the average yearly quoted prices of hides on the Chicago mar- 
ket for a series of years, with the distinction of semiannual periods 
from 1902 to 1904. These quotations represent a simple average of ^ 
the prices for the several classes of hides distinguished on page 216. 
While a simple average is somewhat misleading, on account of the 
difference in the number of hides covered by the several classes, it 
represents very fairly the movement of the market. 

Table 90.— AVERAGE PRICE OF PACKER HIDES IN THE CHICAGO MARKET, 1892-1904. 

[Compiled by the Shoe and Leather Reporter and publiifeed in reports of Chicago Board of Trade; 

supplemented for 1904 from the Shoe and Leather Reporter.] 



Period. 


Average 
price. 


1892 


$6.32 
5 50 


1893 


1894 


5 16 


1895 


8 47 


1896 


6.98 


1897 


8.81 


1898 


10.04 


1899 ' 


U.02 



THE BEEF INDUSTRY. 219 

Table 90.— AVERAGE PRICE OF I'ACKER HIDES IN THE CHICAGO MARKET, 1892-1904— 

Continued. 



Period. 



1900 

1901 

January to June, 1902 . , 
July to December, 1902 , 

Entire year 1902 . 

January to June, 1903 . . 
July to December, 1908 

Entire year 1908 . , 

January to June, 1904 . 
July to December, 1904 

Entire year 1904 . 



' »• 



Ayera^ 
price. 



910.61 
10.87 



11.09 
12.00 



11.66 



10.68 
9.88 



10.28 



10.06 
11.20 



10.63 



Section 15. Expense of handling hides. — In order to ascertain 
the net value of hides it is necessary to deduct the expense of handling 
from the selling price. The chief elements of expense are the labor of 
sorting, cleaning, piling, inspecting, and loading the hides; the salt 
and other supplies used; the care of the hide cellar, and the clerical 
work of accounting and selling. For Swift & Co. this expense was 
ascertained from the summary financial statements of the hide depart- 
ment at each of the five plants separately, by semiannual periods; for 
Armour & Co. the data for the Chicago plant for the fiscal years ended 
October, 1903, and October, 1904, respectively, were taken from the 
financial statements of the company, and by the advice of the company 
the same figures were applied to the hides at the other plants of the 
company. A comparison between the plants of Swift & Co. shows that 
this assumption in the case of Armour & Co. is not likely to give too 
low an average expense for the western plants. For the Schwarzschild 
& Sulzberger Company the actual bookkeeping figures were compiled 
by semiannual periods. The average expense per hide was obtained by 
dividing the total expense for the period selected by the number of 
hides sold during that period, except that for the Schwarzschild & Sulz- 
berger Company it was found by dividing the total expense by the 
average number of hides handled. In the long run the same results 
would necessarily be secured by dividing the expense by the number 
of hides taken oflF, but for individual periods of time the two methods 
would give somewhat different results. 

The average of the figures of expense for handling hides for the 
three companies at all the plants mentioned, from July, 1903, to June, 
1904, was 29 cents per hide. In computing the net value of hides in 
Table 91, the average expense for each separate plant has been deducted 
from the gross value at that plant, giving a true net figure as nearly 
as the form of the statistics will permit. 

In computing the cost of handling hides, as with beef and other 
products, no allowance has been made by the Bureavx ioY \YAfcx^'^\i w: 
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depreciation, such items of this sort as are carried on the books of 
certain companies being deducted from the totals. The reasons why 
it is impossible to determine properly the amount which may be 
included for interest and depreciation have been set forth in connec- 
tion with the analysis of the cost of killing and selling beef (p. 209). 
The same considemtions apply with equal force here. It should not 
be forgotten, however, that the carrying of hides means the tying up 
of a large amount of capital for a period averaging probably about 
three months. The average value of the hide may be taken roughly 
at $6. Interest at 5 per cent for three months on this sum would be 
7.5 cents per hide. In so far as the packer borrows the money to carry 
his hides, the interest thus paid is a deduction from his profits avail- 
able for dividends, and such interest is a matter of some significance. 
The amount of capital invested in the physical plant connected with 
the hide business, which consists chiefly of a cellar, is not so great as 
to make depreciation an element of appreciable importance. 

Section 16. Net value of hides. — From the detailed statistics pre- 
sented in the preceding sections Table 91 has been computed, which 
shows the average shrunk weight and net value of hides at each of the 
packing centers and at all centers combined by periods of six months 
and twelve months, together with the gross value at all centers taken 
together. The diflference between the gross and net value represents 
the average cost of handling hides. The figures are obtained in each 
case (except where, as explained previously, certain assumptions and 
estimates were necessary) by deducting from the true average green 
weight of hides taken oflf at a particular plant during the selected 
period a percentage of shrinkage equal to the shrinkage on all hides 
sold from that plant during the same period, multiplying the shrunk 
weight thus computed by the average price received for all hides 
sold from the same plant during the period, and deducting from the 
gross value the true average cost of handling the hides at that plant 
during the period. This method gives the nearest approach to abso- 
lute accuracy which the form of the hide records and the nature of the 
hide business will permit. As explained in sections 13 and 14, because 
of the differences from season to season in the class of hides taken off 
and of the interval which elapses before their sale, the figures of net 
value, as computed, give only a rough approximation to correctness 
for semiannual periods. The errors are, however, largely eliminated 
when periods of twelve months are taken as a basis. 
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Table 91.— AVERAGE SHRUNK WEIGHT AND AVERAGE GROSS AND NET VALUE OF HIDES 
FOR SWIFT & CO., ARMOUR & CO., AND THE SCHWARZSCHILD & SULZBERGER COM- 
PANY AT INDIVIDUAL PACKING POINTS, BY SEMIANNUAL PERIODS, JULY, 1902, TO 
JUNE, 1904. 



Packing points. 



Shrunk weight at— 

Chicago 

Kansas City 

Omaha 

East St. Louis, South St. 
Joseph, Fort Worth . . . 

Six cities 

Net value at — 

Chicago 

Kansas City 

Omaha 

East St. Louis, South St. 
Joseph, Fort Worth . . . 

Six cities 

Gross value, six cities 

Average cost of handling, 
six cities 



1902, July- 
December. 



Pounds. 
64.4 
56.0 
59.0 

56.2 



60.8 



Dollars. 
7.59 
6.10 
6.20 

6.36 



6.93 



7.18 
.25 



1908, Jan- 
uary-June. 



Pounds. 
65.2 
59.3 
61.5 

59.4 



63.1 



DoUars. 
6.71 
5.58 
5.67 

5.81 



6.28 



6.57 
.29 



July, 1902- 
June, 1903. 



Pounds. 
64.8 
57.3 
60.4 

57.5 



62.0 



Dollars. 
7.13 
5.90 
5.90 

6.12 



6.61 



6.87 
.26 



1908, July- 
December. 



Pounds. 
65.3 
56.1 
60.1 



59.3 



62.4 



Dollars. 
6.30 
4.59 
5.22 

5.45 



5.79 



6.07 
.28 



1904, Jan- 
uary-June. 



Pounds. 
64.4 
59.6 
6L0 

60.2 



62.3 



Dollars. 
6.02 
6.80 
5.32 

5.55 



5.70 



5.99 
.29 



July, 1908- 
June, 1904. 



Pounds. 
64.9 
58.0 
60.6 

59.7 



62.3 



Dollars. 
6.17 
4.97 
6.28 

5.50 



5.74 



A 



6.03 
.29 



It will be seen that, alDQOst wholly because of the decline in prices 
above mentioned, there has been a stead}'^ fall in the net value of hides 
from period to period since the second half of 1902. For twelve months 
from July, 1902, to June, 1903, the average net value of hides at all 
plants combined was $6.61, while during the succeeding twelve months 
it was $5.74, or a fall of 13 per cent. It is obvious that this decline 
in the value of hides must tend to increase the margin between the 
price of cattle and the price of beef. 

The table shows further that the average value of hides at the west- 
ern plants, both on account of their lighter average weight and their 
inferior character and the lower prices which they command, is mate- 
rially less than at Chicago. 



B.— OLEO PRODUCTS. 

Section 17. Weight of butter fat. — After hides, by far the most 
important by-product of cattle slaughtering consists of the fat from 
which oleo oils and oleo stearin are derived. This fat, which was 
formerly used chiefly for rendering into tallow, and which then had a 
relatively low value, is now called ''butter fat," because it is almost 
wholly used for making oleo products, and oleo oil is the chief ingre- 
dient of butterine. The use of the oleo oil for this purpose has greatly 
enhanced the value of the fat, although recent legislation against the 
use of coloring matter in butterine has caused a heavy shrinkage in 
values. 

Any good, clean fat from cattle, which can be detached from other 
tissues or organs, may be used for oleo production. Four main classes 

H. Doc. 382, 58-3 17 
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of fat are usually distinguished by the large packers: (1) The packers 
make oleo products in part from fat which they buy from retail butch- 
ers, who trim it from the carcasses of beef during sale. (2) Again, 
the packers derive a considerable amount of butter fat from their own 
cutting rooms in which beef carcasses are cut up for curing and can- 
ning. It is evident that in order to ascertain the value of fat in a com- 
putation of profits on dressed beef, the fat from the cutting rooms 
excluded, since the carcass of dressed beef as ordinarily sold at whole- 
sale carries with it the fat which might have been obtained by cutting 
it up. (3) A small amount of butter fat is also obtained from the 
trimming of the heart, tongue, and certain other organs and parts 
of the body. (4) The great bulk of the butter fat used by the packers 
comes from the abdominal region of the cattle which they slaughter. 
This fat consists of two main parts, caul and ruffle fat, which lies in a 
continuous layer just inside the walls of the abdomen, and gut fat, 
which is distributed between the intestines and other internal organs. 

It is customary among the packers to refer to the caul, ruffle, and 
gut fat as ^'cattle-killing fat," and some packers record the weight 
of this class of fat only in the books of the cattle and beef department. 
In that case the fat attached to the heart, tongue, etc., is considered 
as part of those organs, and the value placed upon them in transfer to 
other departments includes the value of the fat, which, when later 
trimmed off, is sent to the oleo department and credited to the by- 
product department in question rather than credited directly to the 
beef department. Other packers, however, credit back the entire 
quantity and value of butter fat, however derived, to the cattle or beef 
department. In either case the accounts will include the value of the 
minor classes of fat in one place or another, so that it is a matter of 
indifference whethei' fat from heart, tongue, etc., appears directly in 
connection with the cattle-killing fat or otherwise. Moreover, the 
quantity of the trimming fat is so small as to be almost negligible. 

The predominant importance of the caul, ruffle, and gut fat as 
compared with other butter fat may be appreciated from the statistics 
of one of the packers, whose record shows that of the total fat obtained 
from cattle slaughtered at one plant during the month of January, 
1904 (excluding fat bought and that coming from the cutting rooms), 
96 per cent consisted of ''cattle-killing fat," about 2 per cent being 
derived from the tongues. During this same month the fat from the 
cutting rooms of this plant was equal to only 2i per cent of the other 
fat derived from the cattle slaughtered. 

The caul and ruffle fat, which is usually detached in a mass, is taken 
from the cattle separately from the gut fat. Some packers make it 
a practice in recording the results of individual bunches of cattle to 
enter only the actual weight of the caul and ruffle fat, either omit- 
ting the gut fat altogether or arriving at its weight by an estimate 
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based upon the amount of caul and ruffle fat. In that case, however, 
the total gut fat secured from a da3^'s killings is almost always finally 
liveighed and recorded, so that the books, either of the cattle-killing 
department or of the oieo department, show precisely the quantity of 
all "cattle-killing fat" that has been obtained from the cattle slaugh- 
tered during a given period of time. With one exception these actual 
^weights of all cattle-killing fats are the basis of the statistics shown in 
Table 92. In the case of one of the three packers the records of the 
Chicago plant showed only the weight of caul and ruffle fat, and for the 
purpose of estimating the amount of gut fat the weight of caul and 
TuflBe fat was multiplied by a percentage representing the ratio which 
the gut fat bore to the caul and ruffle fat at the Chicago plant of 
another leading company. This procedure involves a margin of error 
because of differences in the character of cattle killed by the two con- 
cerns, but broadly speaking, the similarity in the nature of their busi- 
ness at the Chicago plants is sufficient to justify the assumption made. 
There is a very wide difference between individual animals, bunches 
of cattle, and classes of cattle with respect to the amount of butter fat 
per head and the proportion which the weight of fat bears to the total 
live weight. Maturally, heav}^, well-fattened, corn-fed cattle have a 
much larger proportion of butter fat than light ' ' grassers. " An animal 
with a high dressing percentage and fine quality of beef will have also 
a large quantity of butter fat, and this fat will be of superior quality 
for oil production. 

The differences in the yield of butter fat from different grades of 
cattle may be readily shown by the following figures from the killings 
of one packer at Chicago during one week in October, 1903: 



Class. 



Average 

live 
weight. 



Natives, heavy 

Natives, medlam 

Western, heavy 

Western, light and Texas 

Heifers 

Cows 

Bulls 



1,483 
1,117 
1,352 
1,169 
872 
1,053 
1,231 



Average 

weight of 

fat per 

head. 




Average 
per cent of 
fat to live 

weight. 



8.8 
5.8 
3.4 
3.5 
4.2 
3.8 
2.0 



From this table it appears that the weight of fat from very heavy 
Native cattle is twice as great per head as for light and medium Native 
cattle, and that the heavy cattle have a much higher percentage of fat 
as well. For Western and Texas cattle of approximately the same 
weight as the medium Natives the fat is less than two-thirds as great in 
quantity, the proportion of fat to total live weight being 5.8 per cent 
for the lighter Natives and only 3.5 per cent for the lighter Western 
and Texas cattle. Heifers and cows show in general a smaller percent- 
age of fat than steers of the same class. 
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The relative weight of caul and ruflle fat on the one hand and gut 
fat on the other also diflFers greatly in different classes of animals. 
Genemlly speaking, the lower the proportion of caul and ruflSie fat to 
live weight the larger the proportion which the gut fat will bear to 
the caul and ruflle fat. Fattening the animal adds especially to his 
caul and ruflBe fat. The gut fat in high-grade cattle may be only 
about the same in quantity as the caul and ruflle, while for the poorest 
cattle it may be one and one-half times as great. 

The statistics of total weight of butter fat, on which the averages in 
Table 92 are based, were for the most part taken by the special agents 
of the Bureau of Corporations directly from the books and records of 
the packing companies, although in a few instances the data were 
obtained by the Chicago offices of the packers through correspond- 
ence with their western plants. The figures thus secured through 
correspondence compare closely with those obtained directly from the 
records of other plants operating under similar conditions. The 
weekly and monthly totals for plants whose records were examined 
directly by the agents of the Bureau were tested carefully by the 
details for individual days and bunches of cattle. 

Table 92 shows by semiannual periods the average weight of butter 
fat derived from cattle at the leading western packing centers. It 
includes in each case all the cattle, and only the cattle for which live 
cost is shown in Table 86. For the Kansas City plant of Armour 
& Co. no statistics were available, and it has been assumed that 
the average weight of fat for dressed beef cattle killed at that point 
was the same as at Armour's Omaha plant, an assumption very near 
to the facts. 

4 

Table 92.— AVERAGE WEIGHT OF BUTTER FAT PER HEAD FOR SWIFT & CO., ARMOUR 
& CO., AND THE SCHWARZCHILD & SULZBERGER COMPANY AT EACH PACKING CENTER, 
BY SEMIANNUAL PERIODS, JULY, 1902, TO JUNE, 1904. 



Cities. 



Chicago 

Kansas City 

South Omaha 

East St. Louis 

South St. Joseph, 
Fort Worth 



All cities. 



1902, July- 
December. 



Pounds. 
53.5 
38.7 
37.5 
26.4 
40.7 



1903, Janu- 
ary-June. 



Pounds. 
70.0 
68.7 
62.9 
38.4 
61.1 



45.0 



64.6 



July, 1902- 
June, 1903. 



Pounds. 
62.2 
46.6 
61.8 
31.2 
49.8 



64.8 



1903, July- 
December. 



Pounds. 
61.7 
39.6 
44.3 
39.8 
49.4 
26.7 



62.9 



1904, Janu- 
ary-June. 



Pounds. 
70.3 
55.2 
58.8 
47.8 
60.8 
25.7 



62.2 



July, 190»- 
June. 1904. 



Pounds. 
65.7 
48.0 
52.7 
43.7 
54.5 
25.7 



57.5 



This table shows, in the first place, a sharp seasonal variation in the 
weight of butter fat per head. Although the percentages which the 
weight of fat bears to the live weight of cattle are not shown, there is 
a suflScient degree of uniformity in the average live weights of cattle 
to render the variation in the percentages of fat roughly similar to 
the variation in the weight per head. The same statement holds true 
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in less measure of the differences between the different packing cen- 
ters. The average weights of fat for all points in the table combined 
during the second half of the year 1902 and the second half of 1903 
were, respectively, 45 and 52.9 pounds, while for the first half of 1903 
and the first half of 1904 the weights averaged 64.6 and 62.2 pounds, 
respectively. This marked seasonal difference, which has a most 
important bearing upon the margin between the prices of beef at dif- 
ferent seasons of the year, is due to the fact that in the spring months 
nearly all of the cattle marketed are Natives, or at least corn fed, while 
during the fall there is a great influx of grass-fed Western and Texas 
cattle, which, as pointed out above, have comparatively little fat. The 
difference between the first and second half of the year is particularly 
conspicuous at South Omaha, at which city the proportion of Western 
cattle during the fall months is exceedingly large. 

In the second place. Table 92 shows a wide variation between the sev- 
eral packing centers with respect to the average weight of butter fat. 
Chicago, with its high-grade cattle, stands far above the other cities 
in this regard, the average weight of fat, per head, for the period from 
July, 1903, to June, 1904, being 65.7 pounds for Chicago as com- 
pared with 52.7 and 54.5 pounds, respectively, for South Omaha and 
South St. Joseph, the cities having the next highest average weights. 

Finally, the table shows a decidedly lower average weight of fat in 
the fall of 1902 than in the corresponding period of 1903. This dif- 
ference was due to the fact that the high price and low quality of corn, 
combined with the strong demand for cattle, brought upon the market 
in 1902 a large number of half -fat animals. 

Section 18. Yield of oleo products from butter fat. — Butter fat is 
rendered in large tanks in much the same way that lard is rendered. 
The direct product of the rendering consists chiefly of what is known 
as oleo stock. Oleo stock, which is usually separated into two and 
sometimes into three grades, is approximately of the same composition 
as ordinary market tallow, but is much purer and cleaner. A small 
part of the product from the rendering of butter fat, being of somewhat 
inferior quality, is not considered edible and so is sold as commercial 
tallow or transferred to the tallow department. The proportion of 
tallow, however, is small, varying from about 1 to 3 per cent. A 
small amount of grease is also derived from the process, and some of 
the residue is transferred to the tallow department for further ren- 
dering. The sum of the oleo stock and tallow, with sometimes the 
grease added, is what is ordinarily designated by the packers as the 
total " yield " of butter fat. 

Part of the oleo stock produced by the western packers is usually 
sold in that form without further treatment. In certain instances some 
of the stock, of relatively low grade, is designated as edible tallow. 
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Much the larger proportion produced, however, is pressed with hy- 
draulic presses, which separate it into oleo oil and stearin. The grades 
of oleo produced are usually two, and sometimes three, which are des- 
ignated either by number or by special trade names. Frequently a 
packer makes a half dozen different brands of oleo oil, but the great 
bulk usually falls under two or three brands, and the small amount of the 
other bmnds is so similar to the leading ones in quality that it can be 
properh^ classed with them; in fact, the difference is sometimes merely 
one of name and not of quality or composition. The grades of oil corre- 
spond to the grades of oleo stock. On the other hand, however, 
nearly all the stearin produced from different grades of stock is con- 
sidered No. 1, although some No. 2 stearin is produced at times. The 
total quantity of oil and stearin derived from oleo stock is practically 
equal to the weight of the stock, although sometimes a small amount 
of waste occurs during the pressing process. 

By reason of the fact that the sale of oleo stock as such is wholly at 
the will of the pa<;ker, and that its value, when sold as stock, is very 
nearly the same as its value when separated into oil and stearin, the, 
packers make it a practice in computing the yield from butter fats to 
estimate the quantity of oil and stearin which would be derived from 
the stock not pressed, thus reducing the entire production to the basis 
of oil and stearin. This practice has been followed by the special 
agents of the Bureau in computing the yield of oleo products. 

Butter fat differs materially in quality and in the quantity and 
grade of oil and stearin which it will produce. Generally speaking, 
high-grade cattle have not only larger quantities of fat, but their fat 
yields a larger proportion of oleo stock, and the stock yields a larger 
proportion of No. 1 oil, than is the case with fat from thinner and 
lower-grade cattle. Corn-fed cattle, particulary, produce a large pro- 
portion of No. 1 oil, while grass-fed cattle produce little or none of a 
better grade than No. 2. As a result of these differences in the qual- 
ity of fat we find a very marked difference between the first and sec- 
ond half of the year with respect to the yield of oleo products from 
butter fat; and equally marked v^ariations appear among the several 
packing centers. Chicago, with its high-grade cattle, shows usually a 
larger and better 3 ield from fat than any of the other packing centers. 

The extreme variations of season and of locality may be illustrated 
by the statistics of one of the packers, which show a yield of oleo 
oil, stearin, and tallow at one of the plants, during the period from 
July to December, 1902, equal only to 65.1 per cent of the weight of 
butter fat used; while at another plant, during the period from Janu- 
ary to June, 1904, the aggregate yield was 79.4 per cent. Again, the 
purely seasonal variations may be observed from the statistics for one 
plant which shows a total yield for the period from July to December, 
1902, of 64.6 per cent; for January to June, 1903, of 74.9 per cent; 
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for July to December, 1903, of 72.9 per cent; and for January to 
June, 1904, 6f 69.4 per cent. 

The relative quantity of oleo oil and stearin derived from stock 
depends in part upon the quality of the stock, but still more upon the 
will of the packer. By pressing less closely a larger amount of oil is 
left in the tissues, making the stearin weigh proportionately more 
than where the stock is closely pressed. The determination of the 
proportions to be produced depends in part upon the relative prices 
prevailing for oil and stearin. Thus during the second half of 1902, 
when the price of stearin was unusually high, one of the packers 
shows for his Chicago plant a yield of stearin equal to fully 40 per 
cent of the amount of oleo stock, while at the same plant during the 
first half of 1903 the yield of stearin was less than 29 per cent of the 
amount of the stock. On a rough avei^age, about one-third of stearin 
and two-thirds of oil are derived from oleo stock. 

The variations in the yield of the several grades of oil are the most 
conspicuous- variations of all. The differences in the 3^ield of the sev- 
eral grades of oil from period to period may be illustrated from the 
following table, which shows the percentage which the amount of 
each grade of oil produced bore to the total oil produced at one of the 
western plants of one of the three companies: 



Period. 



July-December, 1902 
January-June, 1903 . 
July-December, 1903 
January-June, 1904 . 



Total oil. 


No. 


loil. 


No. 2 oil. 


Per cent. 


Per 


cent. 


Per cent. 


100 




22.9 


67.3 


100 




73.2 


23.3 


100 




21.4 


78.6 


100 




66.2 


33.8 



No. 3 oil. 



Per cent. 
9.8 
3.6 



The variation in the proportions of the several grades of oil as 
among the different packing centers is brought out sharply by the fol- 
lowing table,* which presents for three plants at different cities the 
percentage which the yield of each grade of oil bore to the total 
amount of oil for the months from January to June, 1904: 



Plant. 



Plant No. 1 
Plant No. 2 
Plant No. 3 



Total oil. 


No. 1 oil. 


No. 2 oil. 


Per cent. 
100 
100 
100 


Per cent. 
78.3 
12.7 
61.8 


Per cent. 
17.3 
87.0 
38.2 



No. 3 oil. 



Per cent. 
4.4 
.3 



These illustrations sufficiently indicate the importance of the differ- 
ences in the yield of oleo products and the necessity of care in the use 
of statistics in order to ascertain accuratelv the value of butter fat 
during different periods and at different plants. In most cases the 
special agents of the Bureau have transcribed the absolute figures of 
yield directly from the records of the oleo department of the A.\*\v\o\vt^ 
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Swift, and Schwarzschild & Sulzberger companies. The figures for 
the western plants of Armour & Co., however, were" obtained by 
the Chicago office of the company through correspondence with the 
several plants. In each instance these statistics represent the produc- 
tion from all butter fat combined, it being entirely impossible to dis- 
tinguish the actual yield from "cattle-killing fat " alone. There is not, 
however, sufficient difference in the proportion of the yield as between 
cattle-killing fat and other fat to cause an}'^ appreciable error in the 
results obtained by the method pursued, since the statistics regarding 
yield were employed only for the purpose of computing percentages 
which were applied to the actual weight of fat from the cattle cov- 
ered by the general statistics of this chapter. 

For two of the companies complete statistics for oleo yield were 
obtained for each separate plant and period. For the third company 
the figures of yield at the several plants were obtained only for a single 
period of twelve months without distinction of semiannual periods. 
The percentages based on the yield of this single year have been 
applied uniformly in computing the amount of the various products 
derived from butter fat by this company for each of the four semi- 
annual periods. This procedure causes an error of considerable 
importance in the figures of the company in question, so far as semi- 
annual periods are concerned, and the same error influences in a less 
degree the averages for the three companies combined. When, how- 
ever, periods of twelve months are taken as a basis, the error in the 
computation of the value of butter fat, due to the assumption men- 
tioned, is very slight, since there is but a moderate variation in the 
relative quantity of the several products obtained when ontire years 
are compared with one another. 

During the second half of 1903 the value of oleo oil and stearin was 
so low that some of the packing companies preferred to convert a con- 
siderable part of their butter fat into tallow rather than to go to the 
greater expense of producing the high-grade products. Thus, one 
leading company sent to the tallow tanks during the second half of 
1903 about 11 per cent of the total cattle-killing fat from all its plants, 
while at one of the plants nearly one-third of the total fat was treated 
in this manner. In computing the value of butter fat during this semi- 
annual period, accordingly, the tallow derived from the fat which was 
sent to the tanks has been taken into account. 

Section 19. Prices of oleo products. — Butter fat itself can scarcely 
be said to have a market price, since the only sales in the large western 
packing centers are those made by the small locaUconcerns to the great 
packing companies. In order to ascertain the true value to the packer 
it is necessary to learn the yield of the several products derived from 
the fat and the prices received for these products. Oleo oil and 
stearin are regularly quoted in the trade journals. The quoted prices, 
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however, while useful as a check upon statistics of prices obtained 
from the packers, can not be used with accuracy to determine the value 
of the product* to the packers because of the lack of close uniformity 
in grading. Moreover, a large proportion of the oil produced is sold 
in Europe, and the net price received by the packer may be consider- 
ably greater or less than the market quotations at Chicago. Indeed, 
in many instances, the market quotations for both Chicago and New 
York are largely nominal, little business being transacted. 

It is quite impossible from the records of the packers to ascertain 
exactly how much was received for the final sale of the actual prod- 
ucts obtained during a given period of time. In computing the value 
of oleo products, accordingly, the Bureau has applied to the respective 
quantities produced during the given period the prices of the products 
prevailing during that period. This, from one standpoint, is a strictly 
proper method, since the value of his products on hand at any time 
would naturally be estimated by the packer at the current prices, even 
though they might not be sold for some months. On the other 
hand, oil and stearin are by no means usually sold immediately after 
production, nor does their sale take place after a uniform interval. 
The packer holds his oleo products a shorter or longer time, according 
to his opinion of the market prospects. The average price received 
for oil or stearin sold during a given semiannual period may be based 
on much more or much less than the quantity produced during that 
period. Nevertheless, when periods of twelve months are taken as a 
basis for comparison very nearly accurate results are obtained by the 
method adopted. 

In the case of two of the packers covered by the statistics the prices 
of oil and stearin used in the computations represented the true 
avearge net proceeds actually realized for sales of each grade from the 
Chicago plants from period to period. With the third packer the 
prices used for each period were the simple averages of the weekly 
quotations on which the company based its charges for transfers from 
the oleo department to the butterine department and other depart- 
ments of its business. It should be remembered that a considerable 
fraction of the oil and stearin produced by all the leading packers is 
used by themselves in the manufacture of butterine, compound lard, 
and similar commodities. There is obviously no reason, in connection 
with an investigation of the cattle business, for following the oil and 
stearin into these processes of further manufacture to ascertain the 
profits made by the packers from this raw material. The prices 
charged by the oleo departments of the several companies to their 
other departments on transfers are full market prices, as may be seen 
from the parallelism between transfer prices shown for packer I in 
the table below and the prices received on actual sales to outside pur- 
chasers shown in the other two columns. It is obviously to th^ 
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interest of the companies to charge full values on transfers where the 
product transferred has a clearly known market price, since only thus 
can they judge properly as to the profitableness of the department 
which uses the product as a raw material. The average price sho^n 
in the following table is a simple average of the figures for the three 
separate companies: 

Table 93.— PRICES OF GLEG PRODUCTS AT CHICAGO, BY SEMIANNUAL PERIODS, JULY 

1902, TO JUNE, 1904. . 

[Cents per pound,] 

NO. 1 OLEO OIL. 



Period. 



July-December, 1902. 
January- June, 1903.. 
July-December, 1903. 
January-June, 1904.. 



Packer I. 


Packer II. 


Packer in. 


11.61 
9.27 
7.34 
7.59 


11.60 
9.03 
7.18 
7.24 


11.58 
9.60 
7.22 
7.29 



Simple 
average. 

11.60 
9.30 
7.25 
7.37 



STEARIN. 



July-December, 1902. 
January-June, 1903.. 
July-December, 1903. 
January-June, 1904.. 



13.73 


13.44 


13.15 


10.21 


9.12 


9.20 


7.28 


6.89 


7.10 


6.45 


6.13 


6.23 



13.44 

9.51 
7.09 
6.27 



NO. 2 AND S OLEO OIL. 



Period. 



July-December, 1902 . 
January-June, 1903 . , 
July-December, 1903. 
January-June, 1904 . . 



No. 2 oil, 
simple av- 
erage for 
3 packers. 




No. 3 oil, 
simple av- 
erage for 
3 packers. 



9.79 
7.37 
5.73 
5.94 



This table shows a sharp decline in the prices of all oleo products 
from the second half of 1902, when they stood at the highest level ever 
known, to the second half of 1903, when the range of prices was lower 
than for many years before. The average price of No. 1 oil for the 
three packers combined fell from 11.60 cents for July to December, 
1902, to 7.25 cents in the corresponding period of 1903, or 38 percent, 
and the price of stearin from 13.44 cents to 7.09 cents, or 47 per cent. 
This great fall in price is attributed by the packers chiefly to the enact- 
ment of the Federal statute which went into effect on July 1, 1902, 
imposing a tax of 10 cents per pound upon oleomargarine used for 
domestic consumption in which yellow coloring matter should be 
introduced, the effect of which was postponed to 1903 by the shortage 
in supply during 1902. 

For comparison the following table is presented, which shows the 
New York market quotations for stearin, together with the annual 
average export price of oleo oil of all grades, from 1893 to 1904, dis- 
tinguishing semiannual periods from 1902 to 1904: 
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Table 94.— AVERAGE MARKET PRICE OF OLEO STEARIN AT NEW YORK, AND AVERAGE 

DECLARED VALUE OF EXPORTS OF OLEO OIL, 189^-1904. 

[Price of oleo stearin compiled from annual reports of the New York Produce Exchange; value of oleo 

oil from Monthly Summary of Commerce and Finance.] 





Year. 


Stearin. 

19.41 
7.81 
6.76 
4.44 
4.63 
6.03 
6.42 
7.06 
9.26 


Oleo oil. 


1898 


99.91 


Ig94 


9.46 


1895 


8.48 


1896 


6.70 


1897 


5.94 


1898 


6.97 


1899 


7.00 


1900 


7.22 


1901 


7.90 








1902 Januarv-June 


11.87 
13.49 


9.88 


1902 Julv-December - - 


9.97 








1902. entire vear 


12.43 


9.65 




• 




1908 Januarv-June 


9.41 
7.13 


9.20 


1903 Julv-December 


7.95 








1903. entire year 


8.27 


8.57 








1904. Januarv-June 




7.66 






7.93 














7.78 









It will be seen that while the prices shown in the table for 1903 and 
1904 are much lower than those for 1902, they are still higher than 
those which prevailed for several years prior to 1900. The advance 
in prices which culminated in 1902 was attributable to the constant 
increase both in this countr}^ and abroad in the use of butterine, com- 
pound lard, and similar products into which oleo oil and stearin 
enter. It can not be said with certainty that the fall in prices subse- 
quent to 1902 was merely a return to normal conditions prevailing 
prior to 1900, since in the absence of legislation a steady and increas- 
ing demand for the oleo products would probably have appeared. 

In computing the value of oleo products for other packing centers 
the Chicago prices have been taken, with a deduction of the excess in 
the freight from each point to the East above the freight from Chi- 
cago to the East, namely, 18i cents per 100 pounds for Missouri 
River points and 5 cents for St. Louis. This method gives a very 
closely accurate result, since the chief demand for the final forms of 
oleo products is east of Chicago. The prices of tallow, which have 
been applied to the tallow derived from butter fat, are the same as 
those used for tallow derived from the offal of cattle, shown on 
page 244. 

Section 20. Cost of producing oleo products. — The rendering 
of butter fat, the pressing of the stock, and the packing of the 
oil and the stearin in tierces (or sometimes in pails or barrels), involve 
a considerable expense, which must be deducted from the proceeds of 
the sale of the finished product in determining the net value of the 
butter fat. For the present purpose it was deemad «wS^^\fc\vV»\^^ NJofc 
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Bureau to compute a uniform average cost for all classes of products, 
combined, by dividing the total expense incurred by the aggr^ate 
weight of the oil, stearin, and tallow produced from the butter fat. 
Strictly speaking, it costs much less to produce tallow, which is not 
pressed, than oil and stearin. Moreover, the cost of tiercing oil is 
higher than that of tiercing stearin, and in certain other respects a 
greater proportion of the expense should be assigned to the oil. 
Obviously, however, the distribution of expense between diffei-ent 
products is a matter of no importance in arriving at the net value of 
all the products combined. 

For Swift & Co. the special agents of the Bureau obtained classified 
expense statistics for the oil department of each of the five plants 
under consideration for the entire year 1903, the figures being taken 
directly from the books of the company. The true average cost per 
hundred pounds of product at all plants combined was deducted uni- 
formly from the gross value of oleo products computed for each plant 
and each period of time. The records, in fact, showed that there was 
comparatively little difference in the average cost for the different 
plants, or for the two years covered by the investigation. For 
Armour & Co. the average expense of making oleo products at the 
Chicago plant for the year ending October, 1903, was used uniformly 
in computing net values for all the plants of that company for the 
three semiannual periods from July, 1902, to December, 1903, while 
the average expense of the Chicago plant for the year ending October, 
1904, was applied uniformly to the four plants for the period from 
January to June, 1904. Here again comparatively little margin of 
error appears, since the differences in the cost of producing oil and 
stearin at the several plants are slight. For the Schwarzschild & 
Sulzberger Company the actual cost of manufacture for each semi- 
annual period was computed from the records. 

The average of the cost of producing all oleo products for the three 
companies, correctly weighted according to killings for the year from 
July, 1903, to June, 1904, was 36 cents per head, or about 80 cents per 
hundred pounds of finished product. The exact figures for the several 
plants and periods have been applied to the actual production in com- 
piling Table 95. 

In computing the cost of producing oleo products no allowance was 
made for interest on the product carried, or for depreciation, any items 
of this character appearing in the books of the companies being 
deducted from the total. As stated above (p. 209), it is impossible to 
arrive at a satisfactory figure for the expense of interest or deprecia- 
tion. It should be pointed out, however, that the companies carry 
their oleo products, on an average, for a considerable period of time, 
and that if they were compelled to borrow the entire amount of money 
necessary for carrying them the item of interest would be one of some 
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significance. The value of oleo products has usually averaged between 
$2 and $4 per head. Interest at 5 per cent for three months, which is 
about the average time these products are carried, would amount to 
from 2.5 cents to 5 cents per head. As a matter of fact, of course, the 
packers do not borrow all of the mone^^ which is necessary to carry any . 
of their products. The item of depreciation in plants would probably / 
be less important than that of interest. 

Section 21. Value of butter fat. — From the statistics presented and 
described in the preceding sections Table 95 has been computed, which 
shows the average net value of butter fat derived from cattle by the 
Armour, Swift, and Schwarzschild & Sulzberger companies at each of 
the packing centers under consideration and at all combined, and also 
the groes value for all packing points combined. The values shown 
were computed in the following manner: The true average weight of 
butter fat from all the cattle covered by the present chapter, at each 
individual plant, for each period of time, was multiplied by the aver- 
age percentage of yield of the several grades of oil, stearin, and tal- 
low derived from butter fat at that plant during that period (with the 
assumptions mentioned above as to the yield at certain periods in the 
plants of Armour & Co.). The quantities of the several products thus 
obtained for each plant were multiplied by the average Chicago price 
of the various commodities, shown by the books of the particular 
packer, this price being reduced, for the western plants, by the excess 
freight above the Chicago rate. 

From the gross value of butter fat at each plant thus computed was 
deducted the average cost of manufacture for the. given company as 
figured in the manner described in section 20. True averages of the 
gross and net value for all the packers together, at each packing center, 
were obtained by weighting the respective average values for the indi- 
vidual companies according to the number of cattle entering into the 
statistics of live cost (Table 86). The general average for all packing 
centers combined as shown in the table is also the true weighted aver- 
age. The difference between the gross and net value represents the 
average cost of producing oil and stearin. 

The results of this computation for periods of twelve months must 
be considered as showing with a near approach to accuracy the value 
of butter fat. For semiannual periods, on account of reasons explained 
in the preceding sections, the values are somewhat less satisfactory, 
yet they serve to show, broadly, the changes in conditions, and are 
important because of the marked difference in quantities and prices of 
fat as between the first and second half of each year. 
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Table 95.— AVERAGE VALUE OF OLEO PRODUCTS PER HEAD FOR SWIFT & CO., ARMOUR 
& CO., AND THE SCHWARZSCHILD & SULZBERGER COMPANY, BY SEMIANNUAL 
PERIODS, JULY, 1902, to JUNE. 1904. 



Average net value a,t— 


1902, July- 
December. 


1903, Janu- 
ary-June. 


July, 1902- 
June, 1903. 


1903, July- 
December. 


1904, Janu- 
ary-June. 


July, 190&- 
June, 1901 


Chicago 


$4.31 
2.84 

2.81 

2.50 


$4.46 
3.51 
3.81 

3.01 


$4.39 
3.11 
3.37 

2.71 


$2.65 
L56 
1.80 

1.81 


$3.21 
2.44 
2.60 

2 12 


$2.88 


Kansas City 


2.04 


South Omaha 


2.28 


East St. Louis, Fort Worth, 
and South St. Joseph 


1.96 


Six cities 


3.53 


4.04 


3.79 


2.24 


2.78 


2.51 






Average gross values 
six cities 


3.80 


4.46 


4.13 


2.56 


3.18 


2.87 







This table shows the marked effect of the fall in p^rices during 1903, 
which the packers attribute largely to the legislation of 1902 with 
respect to the coloring of butterine. The average net value of fat 
from cattle killed at Chicago fell from $4.31 per head in the second 
half of 1902 to $2.65 per head in the second half of 1903. For all 
packing centers combined the average fall in values between these 
two periods was $1.29 per head. The partial recovery in the value 
of butter fat per head during the first half of 1904 is due rather to the 
normal excess of fat during the spring months as compared with the 
fall than to any advance in prices. Aside from any other causes which 
have depressed the prices of cattle since 1902, this reduction in the 
value of the fat is one of no slight importance, it is obvious, too, that 
the tendency of this loss in value of oleo products was materially to 
increase the margin between the prices of cattle and the prices of beef, 
a fact Yhich becomes more obvious when it is found, as appears in 
section 31, that the profit of the packer per head on the entire beef busi- 
ness is usually less than this loss in fat betwe'en the last half of 1902 
and the last half of 1903. 



O.— VALUE OF OFFAL. 

Section 22. Basis of statistics. — It is in connection with the 
minor by-products of cattle, usuallj^ designated collectively by the 
packers as offal," that serious difficulty arises in determining true 
values, and thus in ascertaining the precise profits of the packing busi- 
ness. It must be clearly understood that neither do sufficiently detailed 
statistics of quantities and values of minor by-products appear in 
the books of the packers to permit an exact computation of the value of 
all combined, nor do the profit statements of the several department 
handling such by products serve to show exactly the profit ulti- 
matel}^ derived from them. To keep their books in such manner as to 

« Perhaps more strictly it may be said that the term ** offal" is applied to tliose 
minor by-products with the exception of the tongue, although some packers speak 
loosely of the tongue as included in the offal. 
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indicate with absolute exactnejss the total receipts from all products 
derived from cattle in the state at which such products are finally 
marketed, the total cost of bringing them to that state, and the exact 
profit of the business would, on account of the extreme complexity of 
the packing industry, involve more expense to the packer than the 
value of the information to him would ]ustif3\ 

EJconomy of operation demands that certain important classes of offal 
derived from cattle killed by a given compan}^ should be indistinguish- 
ably intermingled as raw material with material of the same general 
character, but often by no means of precisely the same quality or value, 
which is either purchased from outside concerns or derived from sheep, 
hogs, or calves. Economy also demands that certain departments 
shall perform a number of distinct opemtions and turn out a variety 
of products, so that the precise expense assignable to each product can 
not be ascertained. For these and other reasons only approximate 
figures can be given for the ultimate value of minor by-products. 
Nevertheless, it is possible to discover very closely the limits within 
which the aggregate value of such products fall. 

Comparatively little of the offal from cattle is sold by the great 
western packers directly without elaboratii^n or manufacture. A con- 
siderable proportion of the livers, sweetbreads, and brains, and a 
smaller proportion of the tongues, hearts, and tails are sold fresh, and 
with little expense for handling. In some cases the packers credit the 
actual sales of fresh offal directly to the beef department, but in other 
instances these articles are first transferred to another department at an 
approximate price and the latter department sells them. In either case 
there is not usually a distinct record kept of the total number or weight 
of the products of each separate class sold, or of the receipts from each 
class, and only by computation from a mass of details could the true 
average price received be learned. Even if the average price of such 
products sold directly to the consumer could be computed, it would be 
entirely improper to apply the same price to the total quantity of the 
product derived from the cattle. For not only is that part of the 
product— tongues, for example — which is sold usually superior in 
quality to that part which is retained for further manufacture or 
treatment, but also in many instances it would be quite impossible for 
the packer to sell the entire quantity of the article produced, in its 
fresh state, at anything like the price commanded by that part which is 
so sold. 

The packer finds it necessary to convert a large fraction of the fresh 
offal into sotne other form by curing, canning, manufacturing into 
sausage, or otherwise. Indeed, it frequently happens that the packer 
is unable either to sell or to convert into other food products the 
entire quantity of a given class of offal, and he is accordingly forced 
to send it to the rendering tanks where its value is practicallY r^\L 
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Much the greater part of the offal, therefore, is subjected by the 
packer himself to some further process, either of curing or of manufac- 
ture. For this purpose the offal is transferred from the cattle or beef 
department to the proper manufacturing department at a transfer 
price supposed to correspond to its fair value as raw material. It is 
evidently* to the interest of the packer to make this transfer price 
reasonable, in order that he may judge properly of the profitableness 
and efficiency of his various departments. He would be deceiving 
himself to his own disadvantage if, for instance, his casing department 
showed an enormous profit, whereas, as a matter of fact, the intestines, 
the Taw material, were being turned over to that department at much 
less than other packers would be willing to pay for them." More- 
over, it is natural that the rivalry among the managers of the various 
departments of a company, who are anxious to show favorable results, 
should lead them to bring pressure upon the higher oflScers of the 
company to fix such transfer prices on raw material as will fairly dis- 
tribute the profits of the business among the departments. The 
manager of the cattle and beef department is naturally not willing 
that the by-products which he sends to other departments should be 
credited at too low a value. 

But the packer encounters great difficulty in fixing a proper trans- 
fer price for some classes of offal. One conceivable method would be 
for him to ascertain the exact selling value of all the commodities 
derived from a given unit of raw material and the exact cost of pro- 
ducing these commodities, from which the precise net value of the raw 
material could be computed and used as the transfer price. But, in 
the first place, this method, as already suggested, is impossible under 
the present system of bookkeeping, and a system by which it could 
be carried out would be entirely too expensive. In the second 
place, moreover, the packer considers that each department handling 
by-products is entitled to a legitimate profit for its services in manu- 
facturing, and that it should not be charged by the cattle department 
with the entire net value which it realizes from the raw material trans- 
ferred. Not only is this policy, on the part of the packer, a reason- 
able one from the standpoint of his own bookkeeping, but any outside 
investigator seeking to arrive at the profits of the beef business would 
apparently be justified in taking into account only a reasonable value 
of offal, as raw material, without adding to that value the entire profit 

« Most of the packers make it a practice to transfer their hides and butter fat from 
the cattle department to the hide and oleo departments at much less than their true 
value. They look upon these two departments as practically branches of the cattle 
department, and the fixing of a price upon the raw material at all is merely for the 
purpose of furnishing a basis for a rough preliminary computation of the dressed cost 
of beef. The hide and oleo departments of such companies accordingly almost 
invariably show an apparently exceedingly large percentage of profit. 
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derived from the elaborate manufacture which it undergoes before it 
is finally marketed in the form of finished products. 

That this is a reasonable method of computing the profits in the beef 
business may be appreciated by observing the extremes into which an 
investigation of profits would have to go if every by-product were fol- 
lowed to the very furthest stage to which some of the great packing 
companies carried it. Take, for example, the feet of cattle. These 
become, in the hands of Armour & Co., the raw material for crude 
fertilizer, which in turn is the material for a score of grades and classes 
of compound fertilizer, into which often much more mineral and other 
material purchased from outside sources is introduced than the material 
derived from animals. The feet also furnish the shin bones which in 
one of the company's departments are manufactured into buttons, 
knife handles, and many other novelties. They furnish likewise raw 
material to the glue department, which not only makes glue of many 
grades but also gelatin, brewers' isinglass, and several highly elab- 
orated products, while part of the glue produced is used by the com- 
pany in another department in the manufacture of sandpaper. It 
would obviously be improper to consider the profits of all these highly 
elaborated manufacturing departments — even those profits derived 
strictly from articles of which the products of cattle are the raw 
material — as being the profits of the beef business. The production 
of commercial fertilizer as distinguished from crude fertilizer, of bone 
novelties, even of glue, and obviously of sandpaper, is no essential part 
of the packing industry. In nearly all of the more advanced pro- 
cesses which the leading packing companies have undertaken they are 
in competition with numerous outside concerns. While the great 
packers may possess certain advantages because they are the producers 
of their own raw material, these advantages by no means give them 
exclusive control of some of the leading industries engaged in the elab- 
oration of the by-products from live stock. 

Instead, therefore, of charging, on transfers from the cattle depart- 
ment to other departments, the total net value which is finally derived 
from the material transferred, the packer aims rather to charge a 
normal price for the raw material, as such. The packers state that 
the actual basis of their transfer prices is, so far as possible, the price 
prevailing in the general market; and the investigations of the Bureau 
show that where there is a well-known market price, in a clearly open 
market, the transfer prices of the packers do actually conform very 
closely to this market price. But there are a number of important 
classes of olSfal for which there is either no recognized market price, 
transactions in them being almost wholly lacking, or in which the 
market prices which do appear are based on very limited transactions, 
where the large packers themselves are almost the only purchassrs. 
In the latter case the packers, if they saw fit to act \t\ VvaLwaow^ \w\5^^ 

H. Doc. 382, 58-3 18 
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matter, could readily secure the small amount of material which is 
ojSfered at less than it is worth to them. The sellers of offal of this 
character usually have no facilities for manufacturing it into con- 
sumable articles, and must accept such prices as the packers will pay. 
While in the absence of a combination among the packers competition 
between themselves would fix reasonable prices, even upon the small 
purchases of this class of offal which they make, it was deemed by the 
Bureau necessary to scrutinize very carefully the transfer prices of 
all articles for which the only market prices were of the character 
suggested. In fact, with regard to a few classes of offal, the packers 
stated to the agents of the Bureau that their transfer prices could not 
be accurately checked by comparison with market prices. They main- 
tained that in such cases the transfer prices of the raw material are 
computed on the basis of tests and estimates as to the actual quantity 
and value of finished products and the actual cost of producing them. 

For the purpose of determining the reasonableness of the transfer 
prices on such offal as could not be considered as having a distinct 
market price, the special agents of the Bureau examined numerous 
tests and bookkeeping statements regarding the yield of more advanced 
products derived from heads and feet, intestines, and certain other 
classes of offal, and regarding the cost of manufacturing and handling 
such offal. These tests tended to confirm in a general way the cor- 
rectness of the transfer prices of raw material. In some instances it 
appeared that the packers derived a moderate additional profit from 
the elaborative processes; in one or two instances that the transfer 
prices were so high that — at least during part of the period covei'ed 
by the investigation — the departments handling them operated at a 
loss; and in a few cases that the transfer prices were so low that the 
departments handling the products obtained a somewhat abnormal 
percentage of profits. In cases of the latter type the agents of the 
Bureau, in conjunction with the officers of the companies, computed 
approximately the fair price for raw material which would leave only 
a small profit for the elaborative processes. 

The general basis, then, of the computation of the value of offal, 
which is summarized below, is the quantities sold directly for the 
credit of the cattle department at the prevailing prices, plus the 
quantities transferred as raw material to other departments at the 
transfer prices fixed by the companies, the latter, however, being 
increased in a few instances in the manner suggested. The aggregate 
value of minor products ascertained in this way is believed to repre- 
sent very nearly the true value of these products, those which consti- 
tute raw material being valued as such and leaving a moderate, but 
only a moderate, profit to the packers from their further elal>oratioD. 

The value of offal as computed from detailed statistics was cheeked 
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by the a^ntn of the Bureau through an examination of the actual 
profit and loss statements of the several by-product departments of the 
packing companies. Since, as stated above, most of these departments 
handle other products besides those derived from the cattle of the class 
covered by the profit investigation, the agents were compelled to make 
estimates of the proportion of the profits appearing on the books of 
such departments which should be considered as from material from 
the cattle in question. This investigation of the financial accounts, 
which was made as carefully and thoroughly as the nature of the 
records would permit, showed conclusively that only a comparatively 
small aggregate profit is obtained from all this material over and above 
the values computed in detail for the raw materials. For example, in 
the case of one company the proportion properly assignable to cattle, 
of the aggi'egate profits of the various departments making animal 
fertilizers and compound fertilizers, of the smokehouse, of the depart- 
ments handling the casings, tallow, and tongues, and of the tripe depart- 
ment for an entire year was found to aggregate less than 25 cents per 
head above the transfer charges for the i-aw material. The several 
departments mentioned include all those which handle any important 
by-product derived from cattle, except the glue department and the 
sausage department. That part of the profit of these two which is 
derived from material furnished by the killing department can not be 
estinoiated with any approach to accuracy, but it is beyond question 
small, and could not increase the total profit of the cattle business by 
more than a very few cents per head. The records of the other packers, 
including those of Morris & Co., whose statistics are not covered by 
the general computation of profits, lead to essentially the same con- 
clusion as to the margin of profit. 

It should be distinctly understood, moreover, as already suggested, 
that much the larger part of the additional profit obtained by the 
packers over and above the transfer prices of raw material is merely 
a normal manufacturing profit of a business which is not essentially a 
part of the packing industry. The statistics, therefore, may be taken 
as representing very closely the true and reasonable value of the offal 
from all the cattle of the classes covered by the present chapter. 

For the most part the statistics of quantities and values of offal 
were taken from the records of the Chicago plants only. An exam- 
ination of the bookkeeping records of the transfers of offal credited 
to the cattle-killing department at the Kansas City house of one of the 
companies showed a value several cents less per head than that indi- 
cated by the corresponding records for the Chicago plant. After con- 
sultation with the officers of this company it was decided to assume 
for each of its plants, including the Chicago plant itself, a value of 
offal 8 cents per head less than that computed for the Chicago plant 
alone. In view of the inferior quality of the aiv\TX\a\^ >55J\^^ ^V ^^ 
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western plants and of the lower prices of offal at those plants, due to 
the greater distance from the leading consuming centers, this assump- 
tion seems entirely reasonable. For the other company which operates 
plants w£st of Chicago, however, the same allowance for value of offal 
used in computing profits for the Chicago plant was applied to the 
other plants, except to one plant for which, on account of the specially 
low grade of cattle killed, a lower figure was used. 

For one of the companies the value of offal computed for the period 
from eTuly, 1903, to June, 1904, was applied uniformly in figuring 
profits during each of the four semiannual periods. This company 
has made less change in its transfer prices from time to time than the 
others. For the other two companies, however, the differences in the 
transfer prices from one semiannual period to another were taken into 
account in computation of the value of offal. 

Section 23. Total value of offaL — The differences in the methods 
of computing certain minor by-products employed by the several com- 
panies make it impossible to present an average value for every sepa- 
rate kind of offal. A comparison of such items as are on the same 
basis shows a fairly close parallelism in the values fixed by the Armour 
Swift, and Sch warzschild & Sulzberger companies. A convenient and 
logical classification of the various products may be made into three 
groups, as follows: 

(1) Tongues^ the value of which is more than one-quarter of the total. 

(2) Offal not requiring manufdcture. — This consists of various arti- 
cles which may be sold directly without preparation, curing, or manu- 
facture of any kind. These are nearly all articles of food for home 
consumption. This class includes livers, bmins, sweetbreads, ox tails, 
hearts, cheek meats, head meats, and oxlips. It should be understood 
that a large proportion of some of these articles are not in fact sold 
fresh, the packers either curing, canning, or otherwise preparing them 
for consumption, or at times ''tanking" them on account of the lack 
of demand. In some cases part of the milts and reeds are also sold, 
but these are disregarded since the price is very low and since the great 
bulk of the articles are sent to the rendering plants. 

(3) Offal reqnii'ing manufax^ture before final use. — The great western 
packers seldom sell these products as raw material, but usually them- 
selves carr}^ them to a more advanced stage. This class comprises the 
intestines; the other organs, trimmings, etc., which are sent to the 
tanks and rendered into tallow, grease, and tankage; the blood, heads, 
feet, sinews, tripe, switches, and slunk skins. 

The following are, for the twelve months from July, 1903, to June, 
1904, the computed values of each of these three classes of offal for 
the Chicago plants of Swift & Co., Armour & Co., and, the Schwarz- 
schild & Sulzberger Company. The figures are simple averages of 
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the amounts for the three companies individually: Tongues, 40 cents; 
offal not requiring manufacture, 42 cents; offal requirin-g manufac- 
ture, 71 cents. 

There is a fairly close uniformity among the three packers with 
respect to both the individual groups of offal and the totals, the differ- 
ences which appear being chiefly attributable to the differences in the 
quality of cattle slaughtered. The difference between the packer show- 
ing the largest value for offal at Chicago and the one showing the lowest 
is only about 13 cents per head; and the maximum difference between 
ihe packers for any single class of offal is 7 cents, which appears with 
respect to class 2. While in view of the large number of cattle killed by 
the great western packers the aggregate value of offal is a large sum, 
yet the amount per head is comparatively small. Even, therefore, if 
a considerable error should arise by reason of the methods employed 
in computing these values it could not represent a difference of more 
(ban a few cents per hundred pounds of dressed beef, the total com- 
puted value of offal being equal to only about 25 cents per hundred 
pounds of beef derived from the cattle. 

It is worthy of note at this point that a very considerable propor- 
tion of the value of offal of the second class above distinguished, and 
nearly all of the value of the third class, represents the economies of 
the modern large-scale packing industry, being derived from products 
which were formerly thrown away by the small local butchers. The 
importance of the savings thus effected appears more clearly from a 
consideration of the uses to which the packers put these various classes 
of offal, as indicated in the following section. 

Section 24. Specific fonns of offal. — In this connection it is pro- 
posed to give a general description of the leading kinds of offal, the 
uses to which they are put, and the factors bearing upon their value, 
rather than to enter into extensive statistics which would involve 
extreme detail. As above stated, the Bureau has compiled from the 
records of the several packers a very large amount of detailed 
information regarding minor by-products, which tends to confirm the 
reasonableness of the values attached to them. 

(1) T<nigu€8. — ^The tongues of cattle vary considerably in weight 
and quality. The average weight untrimmed may be put at approxi- 
mately 5 pounds. Trimmed or "shortcut" they weigh usually 
from 3i to 4 pounds. The trimmings consist chiefly of fat, and their 
value is, in the case of some of the packers, accounted for in the sta- 
tistics of butter fat and tallow, while other packers figure the value 
of the tongues untrinuned. ' 

Comparatively few tongues are sold fresh, and these are usually the 
heaviest and best, so that the price received for them, either per piece 
or per pound, is not typical of the value of the entire product. A large 
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proportion of the tongues are either cured or canned by the packers, both 
processes involving considerable expense. The transfer prices fixed 
by the packers on tongues sent to the curing and canning departments 
vary considerably from time to time according to the demand for the 
cured and canned products. The transfer prices of Swift & Co. to 
their curing department were found to be somewhat higher than the 
prices charged by that company for tongues, of somewhat poorer 
quality, sold to Libby, McNeill & Libby, a concern which, though 
largely owned by the Swift interests, is suflBciently separate in owner- 
ship to cause all transactions between the two companies to be based 
closely on true market values. Comparatively little difference appears 
among the several companies in respect to the values assigned to 
tongues. 

(2) Livers, — ^The average weight of the liver of a full-grown beef 
animal is approximately 10 pounds. Most livers are refrigerated and 
sold fresh, but a considerable number are frozen, the frozen livens 
being mostly exported. Part of the livers are of an inferior character 
and are sent to the rende^ng tank, where their value is exceedingly 
small. The proportion tanked varies at different times and for differ- 
ent companies from about 2 per cent to 15 per cent. It is impossible 
from the records of the packing companies to ascertain the actual pro- 
ceeds obtained for all livers sold; and it is likewise impossible to deter- 
mine, from the prices shown by selected account sales^ the true average 
value of all livers. In some cases part of the livers conuuand a fair 
price, sometimes as high as 5 cents per pound, but the demand is so 
limited that usually only a small proportion of the livers can be dis- 
posed of at such prices. It frequently happens that of a consign- 
ment of livers to a branch house some are spoiled in transit — the liver 
being a peculiarly perishable article — some are sold at 5 cents a pound, 
and others are got rid of at 2 cents per pound, or are even thrown 
away by the branch hou^e. The high prices which calves' livers 
command are quite a different thing from those of beef livers. 

The special agents of the Bureau examined numerous account sales 
of individual shipments of livers and were able to reach the general 
conclusion stated in the above paragraph, but not to compute with 
any approach to accuracy the average prices realized for all livers. 
After consultation with the experts of the two companies it was esti- 
mated that 20 cents each would represent a reasonable allowance for 
the net value, at the packing house, of all livers taken together. 

(3) Brains, — ^The weight of cattle brains is less than 1 pound per 
head. While a limited quantity of the product can be sold for several 
cents per pound, the demand is so restricted that a considerable pro- 
portion of the brains are sold very cheap or tanked. The average value 
is therefore very small. Calves' brains, of course, bring a much 
higher price. 
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• 

(4) SweeEbreads. — ^As with livers and brains, the price of cattle sweet- 
breads is much less than that of calves' sweetbreads. The sweetbread 
or thymus gland is characteristic of comparatively young animals, 
and in the older cattle practically disappears or becomes so shriveled 
as to be of no value. The proportion of sweetbreads saved from adult 
cattle usually averages only from one-fifth to two-fifths of the entire 
number of cattle. The weight of the full-sized sweetbread avemges 
about half a pound. At prevailing market prices the average value of 
sweetbreads for all cattle is inconsiderable. 

(5) Ox tails. — The ox tail weighs about 1 pound. Part of the tails 
are sold fresh, some arQ frozen and exported, and some are used by 
certain packers for making soup and for other purposes. The prices 
realized vary greatly from time to time and place to place. Frequently 
the demand is so restricted that a large proportion of the ox tails are 
sent to the rendering tanks. The average value per head for all cattle 
is small. 

(6) Cheek meats^ head meats^ and ox lips. — Five or 6 pounds of meat 
of the classes mentioned are trimmed from the heads of cattle, the 
larger part being cheek meats. A small proportion of these meats is 
sold fresh, the rest being manufactured into sausage and other food 
products. The average value per pound is from 2 to 3 cents. 

(7) Hea/rts. — A beef heart trimmed of fat weighs from 3 to 4 pounds. 
A few of the hearts are sold fresh at low prices; the rest are chiefly 
used in making certain kinds of sausage, for which purpose their value 
is usually less than 2 cents per pound. At times a considerable pro- 
portion of the hearts are sent to the tanks. 

(8) Tallow. — ^The material which the packers send to the tallow 
department or tanks from the cattle department consists (1) of the 
internal organs of the cattle, aside from those which are of special 
value for other purposes and which are discussed separately; (2) of 
various trimmings from the tongue, hide, and organs used for other 
purposes; (3) of refuse, skinunings, etc., from the oleo and other 
departments; at times (4) of livers, hearts, ox tails, and other edible 
oflfal for which there is no demand, and (5) sometimes of portions of 
the butter fat. In the tanks this material is cooked by steam until 
the (nonedible) tallow and grease which it contains are released. 
The nonfatty substances remaining are known as "tankage," which is 
described in the next paragraph. Tallow and grease derived from the 
parts of the animal mentioned amount to several pounds per head and 
constitute thus a by-product of considerable value. In computing the 
net value of the several grades of tallow and grease, the agents of the 
Bureau applied to the quantities shown by various tests and book- 
keeping records the transfer prices of tallow sent to the soap depart- 
ment and other depai*tments, or the quoted prices on the Chicago 
market, transfer prices and quoted prices being practically ideivtAfiftl. 
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The following table shows by semiannual periods the average prices 
of No. 1 tallow, No. 2 tallow, and brown grease, from the quotations of 
Stern & Co., of Chicago. 

Table 96.— PRICES PER POUND OF TALLOW AND GREASE, BY SEMIANNUAL PERIODS, 

JANUARY, 1902, TO JUNE, 1904. 

[Compiled from trade quotations of Stem & Co.] 



Grade. 



Prime tallow, No. 1 

No. 2 tallow 

Brown urease 



1902. 


1903. 


January- 
June. 


July- 
December. 


January- 
June. 


July- 
December. 


Cents. 
7.21 
5.33 
6.23 


Cents. 
7.43 
5.26 
4.94 


Cents. 

4.75 
4.53 


Cents. 
4.99 
4.02 
3.65 



1904. 



January- 
June. 



Cents. 

5.16 
4.24 
3.78 



From the gross value of tallow and grease as computed on the basis 
of prices was deducted the coiit of rendering, which, however, is com- 
paratively low. 

In addition to the tallow and grease derived from the forms of offal 
mentioned above a moderate amount is obtained from the treatment of 
the heads and feet of cattle in the fertilizer and glue departments. 
The value of such tallow and grease is, however, taken into account in 
fixing the transfer prices of heads and feet, and need not be considered 
at this point. 

(9) Tankage. — After the tallow has been extracted from the offal in 
the tanks the sludge remaining is pressed and dried. The ''tankage" 
thus obtained is only one of numerous forms of tankage produced in 
connection with the packing industry. The tankage obtained from 
the soft parts of the cattle described in paragraph 8, since it contains 
neither bone nor blood, is of low fertilizing value, showing only from 
8 to 10 per cent of ammonia and barely 5 per cent of phosphate. Its 
value is, therefore, much less than that of some classes of mixed tank- 
age for which quotations are given in trade journals, the usual selling 
price being scarcely over $12 per ton. A considerable expense is 
involved in producing and drying the tankage, and since the dried 
tankage obtained from materials in question amounts to only a few 
pounds per head, the net value of the raw material to the packer is 
only a few cents for each animal. Some of the packers fix the trans- 
fer price of the raw material of tankage at a certain amount per head, 
while others compute it at the rate of so much per ton for the tankage 
obtained, the transfer price being fixed in view of the expenses of 
production. The three packers agree quite closely with respect to 
the value of tankage. 

In addition to the tankage obtained from the internal organs, a con- 
siderable quantity of tankage of a different character is obtained from 
the heads and feet, and is one of the elements determining the transfer 
prices of those articles, to which reference is made below. 
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(10) Blood. — ^The blood gf the cattle is transferred to the fertilizer 
department^ where it is cooked and dried by evaporation. Dried 
blood is either sold directly or more often mixed with other crude 
fertilizers, the large percentage of ammonia making it useful for 
compounding with materials cdtitaining less of that substance. The 
dried blood weighs only a few pounds per head. While the market 
prices of dried blood at Chicago are often from $25 to $35 per ton, the 
expense of cooking and drying is so heavy that the net value of the 
raw material to the packer is only a few cents per animal. The trans- 
fer prices of blood, which are usually figured at so much per head, 
agree quite closely as among the three packers covered by the statistics. 

.(11) Heads. — ^The heads of cattle trimmed of the edible meat and 
with the horns removed weigh about 17 pounds. They are sent to 
either the fertilizer department or the glue department, where th'ey are 
cooked for the purpose of extracting the small quantity of tallow, 
grease, and glue which they contain. The heads also produce a small 
amount of soft tankage and a considerable amount of raw bone stock. 
The latter, which is the most important product, commands a price of 
about $18 per ton. The expense of cooking the heads and drying the 
products is high, and the net value of the heads as raw material is com- 
paratively small. The special agents of the Bureau examined the 
results of various actual tests of the quantity of the various products 
derived from the heads and of the cost of treatment, and were con- 
vinced that the transfer prices allowed by the packers for the heads 
were reasonable, leaving only a small profit in the further process of 
manufacture. 

(12) Feet. — By this term the packers designate that part of the 
leg below the knee. The feet average in weight about 15 pounds 
per steer. From them several entirely different products are derived 
by the departments to which they are successively transferred. The 
hoofs are removed, dried either by exposure to the air or by heat, and 
sorted according to their color into white, black, and striped. White 
hoofs command the highest price, being worth from $30 per ton 
upward. In drying the hoofs a large proportion of their weight is 
lost, so that the net value per head is a small item. The round and 
flat shin bones are taken out from the feet, the ends are sawed off, and 
the shanks, after drying, are sold or used by the packer for the manu- 
facture of novelties. The expense attending the extraction, sawing, 
and drying of the shin bones is a heavy one, and when dried they weigh 
comparatively little, so that the net value of these bones is small, 
despite the fact that their selling price is often more than $50 per ton. 

From the cooking of what remains of the cattle feet are derived 
tallow, glue, gelatin, neat's-foot oil, tankage, and bone stock. The 
neat's-foot oil and glue are the most valuable of these products. On 
account of the extreme complexity of the processes of mauufactvw:^^ 
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and of the fact that the departments handle raw material from many 
different sources besides the cattle feet from the cattle killed by the 
packer himself, it is quite impossible to determine with precision the 
met value of these various products. The special agents of the Bureau 
examined a number of tests with regitrd to the yield of the several 
products and the cost of production, which tended to confirm the rea- 
sonableness of the transfer price fixed for cattle feet by the packers. 
The feet are, as a whole, the most important of the items of oflfal aside 
from the tongues, livers, and tallow. 

The packers buy considerable numbers of heads and feet from small 
local slaughtering concerns, the price being usually fixed for the two 
articles together. The bills of such purchases tended to confirm also 
the opinion that the transfer prices fixed by the packers represent 
approifimately the true value of the heads and feet. 

(13) Horns. — In the earlier days the horns of cattle were a more 
important factor than at present, when, by reason of the breeding of 
hornless animals and of the practice of dehorning, a large proportion 
of the cattle coming upon the western markets have no horns at all and 
most of the remaining cattle only small horns. In fact, the average 
weight of horns, green, for all cattle taken together nowadays scarcely 
amounts to a half pound per head. While therefore the green horn 
is worth from from $45 to $60 per ton, the average value per head is 
insignificant. 

(14) Intestines. — The intestines, bladders, and gullets of cattle, which 
together are designated in the accounts of packers as "guts," are 
carefully cleaned and made into various kinds of casings for packing 
sausage and similar meat products and sometimes for snuflF and other 
articles. The great western packers all operate casing departments, 
and seldom or never sell the guts as raw material. Their custom is to 
fix a lump price for the guts on transfer from the cattle department to 
the casing department. The following are the products derived from 
this material: 

(a) Beef middle casings, a set of which in no sense represents the 
product of one animal; in fact it takes usually about three cattle to 
make one set of middles. The market price of these casings varies 
from about 35 cents to 60 cents per set. 

(J) Round casings. A set of these casings represents more nearly 
the product of a single animal, although the number of full sets is con- 
siderably less than the number of animals. The market value of a set 
of these casings is from 12 cents to 15 cents. 

(c) Bung casings, the number of which is nearly equal to' the num- 
ber of cattle, and which are worth from 7 cents to 11 cents per set. 

(d) Bladders, the value of which is very small. 

(e) Weasands, made from the gullets, a considerable proportion of 
which are frequently tanked, the selling value of the remainder being 

&hout 5 cents each. 
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While the gross receipts from the sale of the several classes of 
casings derived from beef animals amount to a considerable sum, the 
cost of cleaning and preserving casings is exceedingly heavy and con- 
stitutes much more than half of the gross value. Examination of the 
records of the casing departments of several of the packing companies 
showed that the transfer prices allowed for guts left, at least during 
the year 1903 when the casing market was very unsatisfactory, little 
or no profit to the casing department. 

(15) Switches. — Switches from the tails of cattle are used by the 
packers principally for the manufacture of curled hair. A consider- 
able proportion of the switches are sold, and the market price is a well- 
established one. The switches are worth approximately 2 cents per 
head. 

(16) Slunk sJdiis. — The value of the skins of unborn calves is con- 
siderable, but the proportion of marketable slunk skins in the total 
number of cattle is exceedingly small, so that the value of this by- 
product is insignificant. 

(17) Tripe. — ^The demand for tripe is limited, and frequently a large 
proportion of the tripe is tanked. The remainder is cleaned and 
usually pickled by the packer. The expense of preparation for mar- 
ket is heavy and the price which can be obtained is variable. For these 
reasons the average net value of tripe per head is a very small amount. 

(18) Other products. — A number of other parts of the oflfal of cattle 
are used for special purposes, but usually the demand for the products 
derived from them is not sufficient to call for the use of more than a 
smi^ fraction of the raw material, and the total value of these products 
is not more than 2 or 3 cents per head. Indeed, some of the pack- 
ers tank materials which are saved by others. Among these minor 
by-products may be mentioned the suprarenal gland, the pineal gland, 
tJ^e pancreas, etc. The value of these products has not been taken into 
account. 

D.— TOTAL VAX.X7E OF ALL BY-PBODUCTS. 

Section 25. Smnmary of statistics. — The detailed statistics which 
have been presented under the preceding sections regarding the value 
of the several classes of by-products may now be summarized in a sin- 
gle table, which presents the true averages for the Armour, Swift, and 
Schwarzschild & Sulzberger companies at all the plants covered by 
the statistics of the present chapter. 

Table 97.— NET VALUE OF ALL BY-PRODUCl'S, PER HEAD, FOR ARMOUR & CO., SWIFT 
&, CO., AND THE SCHWARZSCHILD & SULZBERGER COMPANY AT ALL PLANTS COM- 
BINED, BY SEMIANNUAL PERIODS, JULY, 1902, TO JUNE, 1904. 

July, 1908- 
June, 1904. 



Hides 

Oleo products 
Offal 

Total... 



1902, July- 
December. 


1903, Janu- 
ary-June. 


July, 1902- 
June, 1903. 


1903, July- 
December. 


1904, Janu- 
ary-June. 


$6.93 
3.53 
1.56 


$6.28 
4.(M 

i.ri8 


$6.61 
3.79 
1.56 


$5.79 
2.24 
1.49 


$5.70 
2.78 
1.50 


12.02 


11.90 


11.% 


\ ^.b^ 


\ 'i.^ 



$5.74 
2.51 
L60 



^A^ 
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This table shows a striking decrease in the value of by-products per 
head from the second half of 1902 to the second half of 1903, this 
decrease amounting to precisely $2.50 per head. While there was a 
slight increase in the value of all by-products during the first half of 
1904, chiefly due to the seasonal improvement in the character of the 
cattle, the average value of by-products for the entire period from 
July, 1903, to June, 1904, was $2.21 per head less than for the pre- 
ceding period of twelve months. 

It is obvious that these marked changes in the value of by-products 
must necessarily have either changed greatly the profits of the packers 
or have changed the prices which they paid for cattle and received 
for beef. 

IV.— PBICES OF BEEF. 

Section 26. Basis of statistics. — By far the most important ele- 
ment in the computation of the profits of the packing business is the 
price of beef. The Bureau has been able to ascertain with a very close 
approach to accui*acy the true average net prices received for a very 
large proportion of the dressed beef produced by Armour & Co., Swift 
& Co., and the Schwarzschild & Sulzberger Company, for comparison 
with the prices of cattle and other statistics of those companies. The 
impoiiance of the matter calls for a detailed description of the method 
by which these average prices were ascertained. 

For Swift & Co., the price of beef used in the computations repre- 
sents (1) the total sales of all domestic and export dressed beef pro- 
duced by the company at the Chicago, Kansas City, South OmaJia, 
East St. Louis, and South St. «Ioseph plants; (2) the total actual sales 
of fresh i-ef rigerated cuts from cutter cattle killed at these plants; (3) 
the total transfer iharge made by the cutting department at each plant 
for those part^ of cutter cattle which were transferred to the curing 
and froezint>f departments. It is only with respect to the last class, 
beef iured and frozen, that actual figures of final sales are lacking. 
The business of these departments is of such a character that it is 
quite impossible to ascertain preciseh' the amount realized for the beef 
derived from the cattle killed during a given period of time. Among 
other reasons for this ditficultv is the fact that the beef cured or frozen 
is f recjueutly not sold for many months after it is killed. Swift & Co. 
aim to fix tlie prices upon the beef tmnsferred from the cutting depart- 
ment to tlie curing ami freezing departments in close conformity with 
the market vahies, in order that they may correctly judge of the effi- 
ciency of these departments. The agents of the Bureau were given 
access to the ireneral financial statements of the freezer and beef -curing: 
depiirtmeiits of this company for two years from July, 1902, to June, 
19i»4, and they found that the total profit of the two departments over 
and above the tnmsfer chuvvies for beef sent to them and operating 
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expenses was very moderate, indicating that the transfer charges were 
essentially correct. 

For the Schwarzschild & Sulzberger Company the price of beef used 
in the computations represents the total sales of all carcass beef killed 
at the Chicago house, together with the sales of beef by thfi cutting 
and curing and canning departments, the method of computations 
being based on the profits (or losses) of these last-mentioned, depart- 
ments from month to month above the prices at which beef was charged 
into them. , 

For Armour & Co. the basis of the statistics is somewhat dji^rent. 
This company, except as to its Kansas City plant which was formerly 
operated independently under diflferent methods of bookkeeping, dis- 
tinguishes clearly between dressed-beef cattle and cutter and canner 
cattle. The investigation of profits for this company has been con- 
fined strictly to the dresseji-beef branch of the business. The only 
readily available statistics of sales for this company were those for 
beef sold "on account of the Chicago office" which, as previously 
stated, includes practically all beef shipped from the Chicago plant, 
most of the beef shipped from the East St. Louis and South Omaha 
plants, and a small fraction of that shipped from the Kansas City and 
Fort Worth plants. The method of adjusting the statistics of this 
company for cost of cattle, value of by-products, etc., at the Kansas 
City and Fort Worth houses, for use in making up the averages com- 
pared with the price of dressed beef, has already been described. The 
statistics of beef sales for Armour & Co. include the total sales of 
export beef and of domestic beef sold through branch houses and com- 
mission agencies, but they do not cover the small amount of beef sold 
through ''circuit cars." These circuit cars distribute beef in small 
lots to minor towns, being confined mostly to the territory within a 
comparatively short distance from the packing plants. The records 
of the circuit-car business are of such a character that the average net 
price realized for beef handled by them can not be computed without 
extreme difficulty. 

The approximate total quantity of dressed beef covered by the aver- 
age beef prices for Swift & Co. during the year from July, 1903, to 
June, 1904:, was 662,340,992 pounds; for Schwarzschild & Sulzberger 
Company 173,879,450 pounds; and for Armour & Co. 429,052,621 
pounds, or a total of 1,265,273,063 pounds. (See Table 86.) These 
figures represent in each case the dressed weight of cattle slaughtered 
at the plants for which price statistics of beef were available, and ex- 
ceed slightly the amount of beef for which actual sales were compiled. 
The number of cattle represented by these same statistics of dressed 
weight is 2,013,858. 

It is evidently necessary for the purpose of computing profits to 
ascertain the net prices realized for beef at the packing houses.^ exclu.- 
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sive of freight, icing in transit, shrinkiq^ after shipment, and ex- 
penses of sale through branch houses or commis^n agencies. The 
method pursued for this purpose was as follows: 

Two of the companies make it a practice to credit their beef depart- 
ment with all beef shipped at the so-called dressed cost, and to charge 
the various branch houses and conmiiission agents with the beef at this 
cost. It should be distinctly understood, however, that dressed cost 
as computed for this purpose does not represent, but, on the contrary, 
much exceeds the net cost of the beef to the packer, and that the {Jack- 
ing company does not expect tibe branch houses to be able to seH the 
beef for a price equal to the dressed cost, plus the expenses of trans- 
portation and sale. This dressed cost, as elsewhere explained, is com- 
puted by adding to the live cost of each bunch of cattle an estimated 
expense of killing, usually somewhat in excess of the true net expense, 
and deducting a part only of the value of ^ the by-products. Usually 
the by-products whose value is deducted are only the hides, butter fat, 
and tongues. The prices at which the value of hides and butter fat is 
computed are usually considembly less than the true value to the 
packer. 

It should be distinctly understood that the arbitrary dressed cost 
thus computed is intended chiefly for the convenience of the packers 
in quickly estimating the relative quality and relative cost of beef. It 
is possible that in some cases they endeavor to make the branch house 
managers and commission agents believe that this is the true cost, and 
that they must obtain a corresponding price; but it seems highly improb- 
able that this should be the customary practice, since the salesman 
would soon ascertain that in general the net price received is materially 
less than the arbitrary dressed cost. It should not be supposed, there- 
fore, that in billing out the beef to branch houses at the so-called 
dressed cost the packer is fixing a price at which the beef is to be sold 
to retail dealers, or that the charges to the branch houses in any sense 
represent sales. In fact, some of the packers do not even inform their 
branch house managers of the ''dressed cost" of beef shipped them. 

By reason of the fact that the dressed beef is thus overvalued, the 
beef department of those companies which pursue the bookkeeping 
method described will, even though the full value of hides and butter 
fat has also been credited to it,^ show ff large nominal profit, which 
has no significance except in connection with the results of the business 
of the branch houses and commission agents in the actual sale of the 

«Thi8, in fact, is not usually done. By most companies the arbitrary price at 
which the hides and butter fat are valued in computing the so-called dressed cost is 
made the basis of the bookkeeping charge from the cattle department to the hide 
and oleo departments; in such cases, since these prices are much too low, the cattle 
and beef department may show a loss and the hide and oleo departments a large 
profit; most of which in no sense belongs to them. 
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beef. The actual net sales in the great majority of specific shipments 
are less than the dressed cost, and for all shipments of a given period 
combined the sales are very much less than the total dressed cost. 
The branch houses report back the diflFerence between the dresged 
cost as charged to them and the actual sales, and this difference, 
known as the ''adjustment," must be deducted from the nominal 
profit shown in the balance sheets of the beef department. 

The form of the records of the two packers referred to is such that 
the net prices realized for beef at the packing plants may be com- 
puted directly, without separately asceitaining the cost of transporta- 
tion, the loss due to shrinkage of beef, the expense of branch-house 
management, and commissions. The actual amount paid for freight 
and for commissions of branch houses or selling agencies is included 
by these packers in the expenses charged against each shipment of 
beef, and accordingly enters into the determination of the amount of 
the "branch -house adjustments," while the net proceeds are divided 
by the shipping weight for the purpose of computing the average net 
price, thus eliminating the question of shrinkage. 
" It should be noted at this point, however, that, as more fully 
explained on page 254, it is impossible for any packer to determine 
exactly how much it costs to sell beef through his branch houses, and 
that it is conceivable that, by allowing too high a commission to the 
branch houses which he himself operates, the packer may make the 
apparent net price received by his beef department too low, at the same 
time leaving a large profit in the branch houses which would come 
back to the main concern. As pointed out below, however, there is no 
reason to suppose that this policy is actually pursued by the packers, 
intentionally or otherwise. The question as to whether an additional 
profit is derived. by the packers from unduly high mileage rates upon 
cars transporting their dressed beef is discussed more fully in Chap- 
ter VI. The records of the beef departments from which average 
net prices have been computed take no account of the earnings of the 
private cars. It should be repeated, however, that, for the two 
packers whose records are kept in the manner described, the net 
price of beef used in the present computation is the price which the 
packers themselves figure, as it appears on the books of their beef 
departments and the adjustment accounts which accompany them. 

For the third packing company covered by the statistics of profits an 
entirely different method of computing net price of beef was required. 
This company's records show only the gross price received for all beef, 
domestic and export, at the point of sale, and the net price was computed 
by deducting the average freight, icing expense, branch- house expenses 
and conmiissions, and loss due to shrinkage. The gross amount 
received for all sales of beef was compiled directly from the accounts 
of the export business and the accounts of consignments to b\»Avc,Vs. 
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houses and commission agents throughout the United States. The 
special agents of the Bureau tested the accuracy of the figures by 
transcribing and adding the monthly quantities and amounts for all the 
individual branch houses and agencies for a semiannual period. The 
records showed both the shipping weight and the selling weight of the 
beef, and the true shrinkage on all beef sold for a year was thus com- 
puted and applied uniformly in estimating the net price of beef for all 
of the semiannual periods. 

For the purpose of ascertaining the expense attached to export 
shipments of this company, to be deducted from the gross proceeds 
of export beef 5 the agents of the Bureau transcribed and averaged 
the bookkeeping records of expenses connected with several large 
shipments of beef during each of the semiannual periods. 

For the purpose of computing the average freight on domestic beef 
the following procedure was adopted in the case of the company in ques- 
tion: The consignments of beef to each branch house or commission 
agency for an entire period of six months were analyzed in detail to ascer- 
tain the weight of beef shipped to each house from each packing plant 
To the weights thus ascertained were applied the published freight 
rates for the various journeys covered. The total amount of freight 
was thus ascertained and divided by the total shipments, indicating an 
average freight rate on all domestic beef of 39 cents per hundred 
pounds. It was assumed in computing the net price of beef for other 
semiannual periods that the average freight rate was the same as for 
the single period selected, an assumption which can not involve more 
than a small margin of error in view of the fact that there has been 
in most instances no change in the rates charged by the railroad com- 
panies on dressed beef during the past three years. 

The expense of icing beef for this company was ascertained by divid- 
ing the total icing charge on dressed-beef cars for a year by the weight 
of beef shipped during that period. 

This company does not, like the others covered by the statistics, 
establish a fixed rate of commission which shall be allowed to its own 
branch houses for the sale of beef. It does, however, keep a precise 
account of the actual expenses of operating each branch house, and 
of the quantity of products of each and all classes sold, and the gross 
amount received for them. The products sold by the branch houses 
include cured provisions, dairy products, and many other articles 
besides beef. This company does not undertake to estimate the pro- 
protion of branch-house expenses assignable to dressed beef. For rea- 
sons more fully set forth in section 27, it probably costs considerably 
more to sell dressed beef through branch houses than to sell other 
classes of products, and the average percentage of expense shown by 
the records of this company for all products sold was accordingly 
increased slightly, by estimate, as a basis for computing the cost of 
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selling dressed beef. The average percentage of expense thus ascer- 
tained was applied to the average gross price of dressed beef from 
period to period, for the purpose of computing the net price. ^ 

Section 27. Summary of elements of expense of transportation 
and marketing. — It seems desirable at this point to emphasize the 
importance of the various expenses connected with the transportation 
and sale of beef, which enter so largely into the price which the 
retailer pays and which cause so wide a margin between that price 
and the net proceeds realized by the packer at his plant. 

Local selling expense, — The most important of these expenses of dis- 
tribution is that of selling the beef at the various local markets, an 
expense much greater than is ordinarily supposed. Comparison of 
the statistics of the Armour, Swift, and Schwarzschild & Sulzberger 
companies with regard to the rates of commission and expenses of 
managing branch houses shows a fairly close uniformity in the cost of 
marketing for the three companies, notwithstanding the diflFerences in 
the methods of arriving at the expense, two of the companies fixing a 
commission charge which shall be allowed to each branch house, and 
the other merely recording the actual expenses of the branch houses 
in doing their entire business. 

The commission charges allowed by the companies to their branch 
houses are usually based on the hundredweight of beef. The most 
common rate is 45 cents per hundred pounds, and very few of the 
branch houses have a rate less than 40 cents or more than 50 cents. 
In other cases the same companies allow their branch houses commis- 
sions in the form of percentage of the gross sales. This practice, at 
least in the case of Swift & Co., is chiefly confined to the largest 
markets where the average expense per unit of product is low. The 
percentages vary from 4 to 6 per cent, the more common rate being 5 
per cent, which would amount to from 35 to 40 cents per hundred 
pounds at the most usual prices of beef in the cities where these com- 
mission rates prevail. 

The special agents of the Bureau also examined in detail the commis- 
sion rates allowed by the leading packers to independent commission 
houses which handle their beef, and it was found that the allowances 
made by the packers to their own branch houses corresponded very 
closely with those of outside agencies. Besides the records of the 

«This company includes with its branch-house expenses a certain amount for 
interest on the stocks of beef and other products carried by the branch houses. For 
reasons more fully explained on page 209, the Bureau has not deemed it proper 
to include interest on stocks as an element in the expense of doing business, on 
account of the entire impossibility of ascertaining the amount of interest which must 
be paid on borrowed capital actually used in a given branch of the business. In 
computing the cost of selling through branch houses, therefore, the amount of inter- 
eat, as ascertained from the detailed expense accounts of ft number of typical branch 
houses, has been deducted from the totftl expenses, 

H. Doc, 382 J 58-8 19 
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three companies whose statistics enter into the computation of profits, 
the commission rates allowed by Morris & Co. to each of their branch 
houses and commission agencies were examined by the Bureau and 
found to correspond closely with the rates of the other companies. 
Broadly speaking, the average commission rate or branch-house sell- 
ing expense is approximately 45 cents per hundred pounds. 

As suggested above, the question here arises whether the commis- 
sions allowed by the packers to their branch houses for selling beef 
may be too high, leaving a large profit in the branch houses which ulti- 
mately comes back to the same pocket as the apparent profit in the 
beef departments of the companies; and, similarly, whether the roughly 
estimated apportionment of branch-house expenses to the beef business, 
which was made by the agents of the Bureau in conjunction with the 
oflicers of one of the companies, may have given too high a figure, 
again allowing a large profit in the branch houses. A moment's con- 
sideration will show that the packer can not possibly ascertain exactly 
how much it costs him to sell beef through his branch houses, and that 
if he adopts the policy of fixing a commission rate he must do so on 
the basis of general estimates. Most of the expenses of the branch 
houses are connected with the entire business done and can not be seg- 
regated and assigned precisely to the various classes of commodities. 

The local manager and most of his employees are engaged indis- 
criminately in conducting all the branches of the business. The same 
cooler contains the beef and numerous other commodities. Taxes, 
lighting, and nearly all other expenses are equally general in their 
application. 

On the other hand, the packers are undoubtedly right in their con- 
tention that it is unreasonable to assume that the cost of selling beef, 
either per hundred pounds or per dollar's worth of product sold, is the 
same as that of selling all other products combined. It is not possible, 
therefore, to fix upon the cost of selling beef by merely dividing the 
total branch-house expense by the quantity or value of all products 
sold. It is highly probable that the actual expense necessitated by the 
beef branch of the business averages more per unit of quantity or 
value than for all classes of products combined. 

Among other reasons for this conclusion may be mentioned the fol- 
lowing: (1) The dressed beef must be kept in the cooler nearly at the 
freezing point, while part of the provisions and other products need 
only to be kept at a moderate temperature and part of them need not 
be refrigerated at all. In fact, the cooler expenses, which are a large 
fraction of the branch-house expenses, are chiefl}^ attributable to the 
dressed beef. (2) The sales of dressed beef are usually in smaller lots 
than those of provisions, so that greater expense is involved in account- 
ing and selling. (3) On account of the complexity and variability of 
dressed beef, the man who sells it must be more highly skilled than 
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those who sell provisions and most of the other articles handled in the 
branch houses. It requires more time and care to make sales of beef 
than of the majority of the other commodities. It is in view of such 
considerations as these that those packers who allow their branch 
houses a commission on beef sales establish the rates for the respective 
houses. The packers are thoroughly familiar with the total expenses 
of the branch houses and with all the conditions which bear upon the 
relative expense of handling the several classes of products. 

It is obviously to the interest of the packer to fix these rates as 
nearly as possible in accordance with the actual cost of doing the 
business. If he regularly allowed his branch-house managers a com- 
mission which was too high, leaving a large apparent profit on their 
management, the packer would both deceive himself and the branch- 
house managers, and would make the latter much less careful in the 
conduct of the houses. The packer naturally aims to fix commission 
raters for the branch houses at approximately the same amount which 
would be paid to outside commission agents and at such a figure 
that the branch houses can make little or no profit. The close cor- 
respondence among the several companies in respect to the amount of 
commission allowed to their branch houses, and the harmony between 
these allowances and the commissions paid to independent agencies, 
tend strongly to confirm the reasonableness of the packers' allow- 
ances. In any case it is scarcely possible that a profit of more than a 
few cents per hundred pounds could remain to the branch houses 
through operating at an expense less than the commission rates allowed 
them, and consequently the net price of beef recorded on the packer's 
books can not contain an}^ great error from this source. The further 
fact that the average expense of selling through branch houses, as 
estimated for the company which does not allow a commission rate, 
was very nearly the same as the average commissions of the companies 
which do fix such rates tends to confirm the accuracy of the statistics 
of cost of selling for all of the companies. 

It will be noted that the expense of selling dressed beef through 
local houses is materially greater than the total cost of killing, dress- 
ing, refrigerating, and loading beef at the packing house, together 
with the expense connected with the administration of the business at 
the head offices. The plant expenses average less than $2 per head of 
cattle, while on the assumption of an average dressed weight of 600 
pounds per head the local selling expenses amount to about $2. 50. The 
reasons why it costs so much to sell beef are not far to seek. They 
are chiefly included under the following heads: (1) The great com- 
plexity of the business. (2) The perishability of the product, which 
necessitates a heavy cost of refrigeration, and which also demands 
highly expert salesmen in order to dispose of it at the right time and 
the right price. (3) The lack of uniformity m t\i^ ^xq>^mqX.^^\^^ 
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also tends to require the employment of highly skilled salesmen, able 
to. judge exactly the qualities and values. (4) The enormous number 
of separate sales, which causes a heavy clerical expense both in the 
actual selling and in the keeping of the accounts regarding sales. The 
considerations with reference to the character of the dressed oeef busi- 
ness already presented on page 207, in connection with the analysis of 
the expenses of operation at the packing houses themselves, all serve 
to explain as well the high cost of local selling. 

Freight. — Next in importance as an element of expense intervening 
between the packing plant and the retail buyer is the freight charge. 
The freight rates on beef from the various packing centers to con- 
suming points are readily ascertainable. For example, the rate from 
Chicago to New York and Boston is 45 cents per hundred pounds and 
the rate from Missouri River packing points to the same cities 63i 
cents per hundred pounds. The true average freight paid by one of 
the leading packers upon beef shipped from his several packing plants 
to all local markets during six months was found to amount to 39 
cents per hundred pounds. A similar computation based on detailed 
quantities of beef shipped from each packing point to each local mar- 
ket and on the published freight rates was made for another packing 
company, whose statistics are not included in the present computation 
of profits, for a period of six months, and the average was found to be 
about 32 cents per hundred pounds. The last-mentioned packer dis- 
tributes his beef somewhat less widely than the other. 

Shrlnhtge. — An interval of approximately two weeks on the aver- 
age elapses between the time when dressed beef is shipped from the 
})a('king house and the time when it is sold to the retailer. During 
this period the beef shrinks somewhat in weight. The retailer pays 
for the ])eef at the weight when he buys it. The price he pays must 
accordingly be sufficient to cover the shrinkage. The records of one 
company for the entire sales of a period of twelve months, showing 
the exact shipping weight and selling weight, were compiled by the 
agents of the Bureau, and it was found that the average shrinkage 
was 0.56 per cent of the shipping weight. For another company the 
actual shipping and selling weights of a large number of cars sent to 
branch houses in different parts of the country were taken directly 
from the account sales, and it was found that the average shrinkage 
on these cars was 0.73 per cent. Estimating roughly that the 
average shrinkage is about 0.6 of 1 per cent, this represents from 8 to 
5 cents per hundred pounds of dressed beef, according to prevailing 
prices. 

Icing in transit. — The expense of icing cars of beef in transit aver- 
ages considerably less than the initial expense of cooling and icing the 
cars at the packing house. Some of the cars consigned to points 
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within a comparatively short distance do not require reicing. Cars 
sent a thousand miles or more niav have to be reiced several times, 
especiall}" in the summer. The packing companies maintain icing 
stations at various points on the railroads. A large amount of ice 
and salt are used, and the labor of reicing is considerable. Neverthe- 
less, it was found from the bookkeeping accounts of two of the lead- 
ing companies that the average expense of reicing for all beef is only 
from 2 to 3 cents per hundred pounds. 

The aggregate amount of these four elements of expense interven- 
ing between the packing house and the retail dealer is in the neigh- 
borhood of 90 cents per hundred pounds, or nearly a cent per pound. 
This is nearly three times as nnich as the cost of killing and hand- 
ling beef at the packing plants themselves. Since the more desirable cuts 
of beef, which command a high price, must bear a larger proportion 
of the expense of conducting the business than the cheaper cuts, it 
may readily be that the costs of transportation and sale which enter 
into the retail price of such cuts as porterhouse steak and rib roast 
may amount to 2 or 8 cents or even more per pound. 

Section 28. Average price of all beef. — Table 98, compiled in the 
manner described in section 26, shows the average net selling price of 
dressed beef (together with a small amount of cutting beef) b}^ semi- 
annual periods from July, 1902, to June, 1904, for the three packing 
companies under consideration. It will be recalled that the table 
includes much the larger part of the beef sold by Swift & Co., a very 
large portion of the beef sold by Armour & Co., and all the beef sold 
by the Schwarzschild & Sulzberger Company from its large Chicago 
plant. Domestic and export beef are both included. 

Table 98.— AVERAGE PRICE OF ALL BEEF FOR ARMOUR & CO., SWIFT & CO., AND THE 
SCHWARZSCHILD & SULZBERGER COMPANY, BY SEMIANNUAL PERIODS, JULY', 1902, TO 
JUNE, 1904. 



Period. 



Jtdy-December, 1902. 
January-June, 1903 . . 
July, 1902-June, 1903 . 
July-December, 1903. 
January-June, 1904 . . 
Julv, 1903-June, 1904 . 



Cents per 
pound. 



6.58 
C.37 
6.47 
6.06 
6.43 
6.25 



In comparing the prices shown in this table with the prices for 
selected cities, reduced either to a packing point or Chicago basis, 
as shown in Chapter IV, it must be remembered that the prices 
here presented are strictly net, while the prices for selected cities — 
although freight, icing, and shrinkage have been eliminated — have 
not been reduced by the amount of commission or branch-house sell- 
ing expenses, which averages, roughly, 45 cents per hundred pounds. 
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This factor was not eliminated from the tables in Chapter IV from 
lack of precise information as to expenses at the individual cities 
covered. Other reasons for the disparity between the figures are (1) 
the fact that the present statistics include beef sold in all parts of the 
country together, naturally presenting a somewhat different move 
ment from those for selected cities; (2) the fact that Table 98 covers 
beef only from selected plants, and that the high-grade Chicago beef 
has probably more influence in the averages here than in those in 
Chapter IV; and (3) the fact that this table includes a considerable 
amount of export beef w^hile the earlier prices were for domestic beef 
only. 

The high prices prevailing during the spring and summer of 1902 
had already fallen sharply during the last two or three months of 
the year, and this decline, together with the usual inferiority in the 
quality of beef in the fall, served to make the average price received 
by the packers during the second half of 1902 only 6.58 cents per 
pound. Despite the seasonal superiority of beef in the spring, the 
average price for the first half of 1903 was somewhat lower. The price 
prevailing during the fall of 1903 was lower than at any other period 
covered by the table — 6.06 cents. The increase in average prices in 
the spring of 1904 was due chiefly to the change in the quality of the 
beef. 

It is desirable here to emphasize the fact, already pointed out in 
Chapter IV, that the average price received by the packers for all 
beef is much less than the prices of particular cuts of high-grade meat, 
with which only some purchasers at retail are familiar. While the 
packer may sell a carcass whole for 6 cents per pound, he might divide 
the same carcass up into the several wholesale cuts and charge 10 or 
12 cents per pound for the ribs and loins, because he would have to 
sell such parts as the chuck, plate, and flank for considerably less than 
6 cents per pound. Moreover, the butcher must adopt the same policy; 
indeed, in his hands the gradation of prices becomes much more 
marked. Thus for porterhouse steak, out of the loin of a carcass 
costing him 6 cents, he may have to charge 18 cents in addition to his 
expenses and profit, because part of the loin is waste or must be sold 
for much less than the entire loin as a wholesale cut would cost him. 

V. PROFITS OF THE BUSINESS AS A WHOLE. 

Section 29. Basis of statistics.— -Table 99 summarizes the expendi- 
tures and receipts in the beef business of Armour & Co., Swift & Co., 
and Schwarzschild & Sulzberger Company combined, together with 
the computed profit. Full explanations have been given heretofore 
regarding the method of the computation of the various elements 
entering into the table. As more fully stated on pages 214, 217, and 
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229, it is impossible to compute from the statistics, with any close 
approach to accuracy, the profits obtained by semiannual periods, 
because the leading by-products, the hides and oleo fat, as well as 
frozen and cured beef, are carried by the packers for several months, 
and because of the marked difference in general conditions and the 
character of cattle between the first and second half of each year. 
When, however, an entire period of twelve months is taken as the basis 
for figuring profits, the errors due to the interval elapsing between 
production and sale are largelj^ though perhaps not wholly, eliminated. 

It will be recalled that the various statistics which enter into the 
computation of Table 99 represent a large proportion of the business 
of Swift & Co. and Armour & Co., and all the business of the 
Schwarzschild & Sulzberger Company at the Chicago plant. In the 
case of Armour & Co. the averages of the Kansas City and Fort Worth 
plants for cost of cattle and all other items have been multiplied 
into the number of cattle corresponding to the proportion of the beef 
from those plants which enters into the sales made on account of the 
Chicago oflSce. Since these proportions are small the statistics of 
Armour & Co. for these two plants affect the averages only in a minor 
degree, and any possible errors in the estimates which were necessary 
in the case of the Kansas City plant can not, therefore, vitiate the 
totals. 

In the various computations which have been made for the purpose 
of arriving at the summary in Table 99, each plant of each company 
has been considered separately. The method of compiling the profit 
statement maj^ be briefly summarized as follows: 

Absolute figures of the live cost of all dressed-beef cattle (including 
a few cutters and canners for the product of which the prices were 
also ascertained) at the various plants have been added together. 

The avei'age cost of killing and selling at each plant has been multi- 
plied into the number of cattle covered and the result added to the 
live cost, giving the total debits or gross cost. 

The average value of by-products at each plant, as computed in 
detail from elaborate statistics of actual gualities of raw material, 
yield therefrom of finished products, prices obtained for finished 
products, and cost of production, has been multiplied into the number 
of cattle to give the total value of by-products. 

The actual quantity of dressed beef derived from the cattle covered 
by the table, as shown by the killing records of the several plants, has 
been obtained by simple addition. 

The average price of beef, net at the packing house, has been ascer- 
tained for beef sold by the three companies from the selected plants, 
as shown by the actual records of aggregate quantities and proceeds. 
While this price is based chiefly on actual sales, except as respects a 
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small proportion of the beef which is transferred to the curing and 
freezing departments of Swift & Co., the transfer prices, which are 
based closely on market prices, have been taken. The average price 
multiplied by the dressed weight gives the net proceeds of the beef. 
The net value of by-products added to the proceeds of the beef gives 
the total credits, from which the total profit is directly obtained. 
This total profit divided by the total number of cattle gives the aver- 
age profit per head for each period. 

Table 99.— SUMMARY PROFIT STATEMENT OF ARMOUR & CO., SWIFT & CO., AND THE 
SCHWARZSCHILD & SULZBERGER COMPANY, BY PERIODS OF TWELVE MONTHS, JULY, 
1902, TO JUNE, 1904. 

JULY, 1902, TO JUNE, 1903, ON 2,017, 86U CATTLE. 



Item. 



Live cost, 2,202,687,405 pounds, at $4.45 per hundredweight. 
Cost of killing 



Total cost 



Net proceeds of beef, 1,226,411,461a pounds (equals 65.68 per cent of live 

weight) , at $6.47 per hundredweight ." t. 

Net value of by-products 



Total proceeds 

Computed profit (equals 13.1 cents per hundredweight of beef) 



Total. 



$98,031,034 
3,836,144 



101,867,178 



79,338,932 
24,133,921 



103,472,853 



1,605,675 



Per 
head. 



$48.58 
1.90 



50.48 



39.32 
U.96 



51.28 



.80 



JULY, 1903, TO JUNE, 190U, ON 2,013,858 CATTLE. 



Live cost, 2,244,775,204 pounds.at $4.15 per hundredweight. 
Cost of killing 



Total cost 



Net proceeds of beef, 1,265,273,063 & pounds (equals 56.36 per cent of live 

weight) , at $6.25 per hundredweight 

Net value of by-products 



Total proceeds 

Computed profit (equals 13.5 cents per hundredweight of beef). 



$93,092,744 
3,952,531 



97,045,275 



79,067,467 
19,626,897 



98,694,364 
1,649,089 



^6.23 
1.96 



48.19 



39.26 
9.75 



49.01 
.82 



a Does not include 2,112,814 pounds of beef included in total dressed weight in Table 86. Thisdeduc- 
tion was made for shrinkage in computing net value of beef for one company. 

b Does not include 1,993,002 pounds of beef included in total dressed weight in Table 86. This deduc- 
tion was made for shrinkage in computing net value of beef for one company. 



Section 30. Summary of statistics. — It will be seen from this 
table that the computed profit of the three packers on a large propor- 
tion of their total beef business was 80 cents per head during the 
period from July, 1902, to June, 1903, and 82 cents during the period 
from July, 1903, to June, 1904, a remarkably close uniformity thus 
appearing between the two years. This computed profit per head is 
equal to 13.1 cents per hundred pounds of beef for the first period 
and 13.5 cents per hundred pounds of beef for the second period, or a 
little over one-eighth of a cent per pound in each case. 
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Statistics in the above table represent the true average, according 
to the respective numbers of cattle handled, of the profits for the 
three packing companies. In addition to this combined statement the 
Bureau has prepared an entirely separate profit statement for each of 
the companies, based on precisely the same form of statistics and the 
same methods as have been described in this chapter. It is a matter 
of great importance, as confirming the accuracy of the general conclu- 
sion reached for the industry as a whole, that the computations for 
the three concerns show roughly the same margin of profit. Thus 
for the year from July, 1903, to June, 1904, the computation for the 
company having the lowest profit was only IS cents per head less than 
the computation for the company showing the highest profit. 

Notwithstanding the fact that, for reasons previously stated, semi- 
annual figures of profit computed in the manner above described are 
somewhat misleading, the Bureau has made such computations on 
exactly the same basis as those in Table 99. These computations 
indicate, in a general way, that the profits of the beef business during 
the second half of 1902 were much less than during either of the other 
three semiannual periods covered by the investigation, and that the 
average for the entire period of twelve months, beginning with July, 

1902, was brought up to the level of the following year only by a 
marked increase in profits during the first half of 1903. This fact 
corresponds in a rough way with the contention made by various cat- 
tle raisers and others, that there was an increased margin of profit in 

1903. As a matter of fact, however, both the computations of the 
Bureau and the profit books of the packers which were examined 
indicate that the profits in 1902, particularly during the first half of 
the year, were extraordinarily small; indeed, some of the packers 
actually lost money on their beef business during the year 1902 as a 
whole. This relatively unprofitable condition of the beef-packing 
business in 1902, in the face of the highest prices of beef, hides, and 
oleo products ever known, means simply that the high prices of the 
final products were accompanied by equally high, indeed relatively 
higher, prices of cattle. 

There can be no question that the computed profit sliown in Table 
99 corresponds quite closely with the actual total profit of the packers 
from the beef business. The method of computation, entering pre- 
cisely into the actual statistics of total cost of cattle, cost of killing, 
and of producing various by-products, yield of beef and proceeds of 
beef, precludes any important error. It has been pointed out already 
that certain assumptions and estimates have been made with regard to a 
few minor elements in the computation, but it is impossible that errors 
in these estimates should affect the statistics of total profit very seri- 
ously. As already stated in connection with the discussion of the value 
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of oflfal, the packers doubtless do, as they themselves admit, make some 
small profit per head in the further manufacture and elaboration of these 
by-products. It was pointed out, however, that an examination of the 
exact bookkeeping accounts, for one compan}^ of the various depart- 
ments which manufacture and handle much the more important pro- 
portions of the offal, showed an additional profit of not to exceed 25 
cents per head of cattle slaughtered during the period of two years. 
It was also suggested that a reasojiable definition of the scope of the 
cattle-slaughtering business would perhaps hardly include the elabo- 
rate manufacture of by-products, and that the additional profit made in 
the departments manufacturing them, over and above a normal trans- 
fer price of the raw material received from the cattle department, 
might properly be considered merely as the profit of an independent 
manufacturing business into which the packers have seen fit to enter. 
From the standpoint of the consumer of beef, however, the question 
as to the profit derived from such manufacture of by-products is an 
unimportant one, since at the outside it can scarcely represent more 
than 4 or 5 cents per hundred pounds of dressed beef. 

Section 31. Profits of the beef business as shewn by the finan- 
cial statements of the packers. — As suggested in the introduction 
to this chapter, the purpose of the detailed compilations and computa- 
tions which have entered into the table of the profits presented in 
section 30 was to enable the Bureau to intei*pret correctly the actual 
financial results of the beef business, as shown by the books of the 
packers themselves. The Commissioner of Corporations, with expert 
special agents, has personally examined the summary ledgers of 
Armour & Co., Swift & Co., Morris & Co., and the Schwarzschild & 
Sulzberger Company, and has ascertained the actual profits shown by 
all the departments handling beef and the leading by-products. On 
account of the fact that some of the departments handling the by- 
products of beef handle also other products, it was necessary, b}^ the 
aid of the information obtained by the detailed computations already 
described, to make estimates as to the proportion of the total profit of 
the departments in question which should be assigned to the beef busi- 
ness. The possible errors involved in these last-mentioned estimates 
are exceeding!}^ slight, especially because it was found and admitted 
by the packers that much the greater part of the profits of the more 
important departments handling the products of cattle, namely, the 
hide and oleo departments, was assignable to the cattle. 

This examination of the books of the packers confirmed quite closely 
the detailed computations for each individual packer, which were 
made on precisely the same basis as the computation of the average 
profit for all packers presented in section 30. Because of the slight 
elements of error involved in the method of computing profits from 
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detailed statistics, it was not to be expected that perfect correspond- 
ence would appear in the results obtained by the two wholly inde- 
pendent methods. In the case of all three companies the computed 
profit was slightly lower than the bookkeeping profit. The greatest 
difference for any one of the companies between the computed profits 
for the year from July, 1903, to June, 1904, and the bookkeeping 
profits for the same period was 30 cents per head. This difference, 
which appeared for Armour & Co., was doubtless attributable to the 
necessity of making the various assumptions elsewhere mentioned, and 
perhaps especially to the inclusion of hides from canner cattle in ascer- 
taining the average price of hides per pound (see p. 217). The average 
bookkeeping profit for the three companies, weighted according to the 
number of cattle covered by the computed profit tables, is 99 cents, 
or 17 cents above the average computed profit. In figuring these 
profits items of interest and depreciation carried in the books of the 
companies were omitted, for reasons stated on page 209. 

The computation of bookkeeping profits for the Armour, Swift, and 
Schwarzschild & Sulzberger companies, covered by the, detailed sta- 
tistics in this chapter, and also for Morris & Co. showed, in general, a 
fairly close uniformity in the amount of profit derived per head, such 
exceptions as appeared in particular semiannual periods being attribu- 
table to peculiar conditions in the business of individual packers. 

As just stated above, the ascertainment of the bookkeeping profits of 
the packers, in strictly statistical manner, was confined to the leading 
departments conhected directly with beef and the immediate by-prod- 
ucts of cattle. These included, under various names in the case of 
the different companies, the cattle department, the beef department, 
the cutting department, the hide department, and the oleo department, 
in the case of two of the companies, also the beef -curing and beef-freez- 
ing departments and in one case the tallow department also. For the 
same reasons which precluded the possibility of ascertaining by detailed 
statistics the ultimate net amount derived by the packers from the 
further manufacture of minor by-products, it was wholly impossible 
to ascertain precisely, from the bookkeeping results of the other 
departments of the business of any company, exactly what proportion 
should be considered as attributable to the cattle. All of the depart- 
ments in question handle large quantities of products other than those 
derived from cattle, and the materials become inextricably intermin- 
gled. Nevertheless, sufficient examination was made of the statistics 
of the more distantly related departments to fully convince the Com- 
missioner that the total profit in them which could in any way be con- 
nected with the dressed-beef business was probably not to exceed, in 
the case of any company, 25 cents per head. 

The following statement shows with regard to each of the packing 
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companies the exact method pursued in examining the bookkeeping 
accounts and compiling the profit of the beef business therefrom: 

Sxoift i& Co, — For this company the absolute figures of profit shown 
by the ledgers of the beef department, which includes the tallow 
tanks, beef -cutting department, beef-curing department, frozen-beef 
department, hide department, and oleo department for the Chicago, 
Kansas Cit}^ South Omaha, East St. Louis, and South St. Joseph 
plants for each month from July, 1903, to June, 1904, were taken 
off from the actual balance sheets. From the sum of the profits 
for these six departments were deducted the balances shown in the 
adjustment accounts of the beef and beef -cutting departments. The 
reason why these adjustments exist and must be deducted has 
been fully explained on page 251 above. The essential point is that 
the dressed beef is credited to the beef department when shipped 
out, at the so-called dressed cost, which greatly exceeds the net 
selling price. A proportion of the oleo department profits, corre- 
sponding to the approximate proportion of its raw material derived 
from other sources than dressed-beef cattle, was, deducted. The figure 
thus obtained for the profit of these six departments was divided by 
the total number of dressed-beef cattle killed, plus one-fourth of the 
number of calves killed. The addition for calves is necessitated by 
the fact that the accounts of all the departments mentioned include 
the calf killings. The assumption that four calves are equal to one 
head of cattle is a reasonable one. In any case the number of calves 
is so small that, had the division been made by the number of cattle 
alone, a difference of only a few cents per head would have appeared. 

Armour c& Co, — For this company the books of the Chicago, Kansas 
City, and South Omaha plants — the most important plants — were 
examined for the period from November, 1901, to October, 1904, the 
data appearing on the books in the form of totals for fiscal years ending 
with October. The profits shown by the ledgers of the dressed-beef 
department, and a proper proportion of the profits of the hide depart- 
ment and oleo department, were combined. The hide department 
handles also the hides derived from canner cattle and from calves. 
The oleo department handles also fat from canner cattle, purchased 
fat, and nuitton fat. Careful estimates were made of the proportion 
of the profits of the hide and oleo departments which were attribu- 
table to the cattle slaughtered for dressed beef. The beef curing 
and canning business of this company is wholly distinct from the 
dressed-beef business, and on account of the intermixture of cattle 
products with other products in the cutting, curing, and canning 
departments no attempt was made to ascertain the profits on the cattle 
alone. The same is true of the departments handling minor by-products, 
though their profits were examined and found to be so moderate as 
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to indicate a full charge for the value of their raw material. For 
computing the profits of the period from July, 1903, to June, 1904, 
the average profit per head for the year ending October, 1903, was 
multiplied by 4, the number of months falling within that fiscal year, 
and the average profit for the year ending October, 1904, was multi- 
plied by 8, the total thus obtained being divided by 12. The difference 
in profits for the two fiscal years was comparatively small. 

SchwarzschUd (& Sulzberger Company. — For the Schwarzschild & 
Sulzberger Company the examination of profit statements, so far as it 
related to the beef business, was confined to the Chicago plant. The 
profits for each month were transcribed from the books of the cattle, 
beef, beef cutting and curing, oleo, hide, tallow, small beef offal, and 
bone departments. No attempt was made to deduct that proportion of 
the profits of the oleo, hide, and bone departments not strictly attrib- 
utable to cattle, but the company stated that much the larger propor- 
tion of the profits were so attributable. From the total profits was 
deducted the large ''beef adjustment," which is necessitated for the 
same reasons as in the case of Swift & Co. The small offal depart- 
ment of the company handles fresh offal, such as livers, sweetbreads, 
ox tails, etc. No attempt was made to compute exactly the propor- 
tion of the profits of the two or three other manufacturing depart- 
ments handling the minor by-products which was derived from mate- 
rial furnished by the cattle. 

Morris cfe Co, — Although on account of the form of the rec- 
ords of this company no attempt was made to compute the profits 
of Morris & Co. in the detailed manner emploj^ed for the other 
three companies, the books of this company were examined and the 
profits ascertained as shown thereon for the dressed-beef business 
during the calendar years 1902 and 1903. The accounts examined were 
those of the dressed-beef, cut-meat, export, hide, and oleo departments 
at the Chicago, East St. Louis, and South St. Joseph plants. From 
the total profit shown for these departments was deducted a small 
amount to represent the profits on other products handled by the 
same departments, such as pork loins, handled by the export depart- 
ment, fat from calves and mutton, etc. , handled by the oleo department, 
and the like. The cut-meat department of this company transfers a large 
part of its product to the canning department, fixing therefor a price 
which is calculated to represent the true market value of the beef as 
raw material, leaving a normal profit for the canning department. On 
account of the intermixture of other classes of business in the canning 
depaiiiment it was impossible to ascertain the proportion of the profits 
attributable to the beef business. The accounts of all the other bv- 
product departments of the company were also examined and the profits 
therein found to be moderate. 



266 THE BEEF INDUSTRY. 

Section 32. Limits of possible additional elements of profit- 
As was suggested in section 26 of this chapter, there are two possi- 
ble elements of profit to the packer growing out of the beef business 
which are not covered by the statistics in this chapter and which 
would not appear upon the books of the departments of the packing 
companies which were examined with a view to ascertaining the profits 
of the beef business. These possible additional sources of profit are 
found in the branch houses and the private car lines. 

As was pointed out in section S7, it is impossible to ascertain 
exactly how much it costs the branch houses of the packing compa- 
nies to sell beef, and the commission which most of the companies 
allow to their branch houses might conceivably leave an element of 
profit. It is certain, however, that the additional profit, if any, aris- 
ing from this source is a small amount in relation to the price of beef. 
The average commission allowed to branch houses is about 45 cents per 
hundredweight, and it would be impossible that the profit should rep- 
resent more than a small fraction of this sum. As a matter of fact, 
it is highly improbable that the packers would permit their branch 
houses to obtain a profit of more than two or three cents per hundred 
pounds at the most, since to do so would make the branch houses, 
which represent but a fraction of the company's organization, obtain an 
unduly large proportion of the total profit of the company, the profit 
appearing in the books of the slaughtering plants themselves being 
only about 16 cents per hundredweight of beef. The uniformity in the 
commission rates as between the sev^eral packing companies and as 
between the branch houses operated by the packers and outside com- 
mission agents tends to show that the branch house commissions are 
so adjusted as to leave little profit. 

The second possible element of profit is that derived from the mile- 
age of private cars engaged in the transportation of beef. Since the 
operation of private cars is in one sense a business wholly distinct 
from the beef business, only that part of the profit of the private cars 
carrving beef which is in excess of a reasonable interest on the actual 
investment could properly be considered as attributable to the beef 
business as such. Much more than half of the cars owned by Armour 
& Co. and a small proportion of the cars owned by Swift & Co. 
are engaged wholl}^ in handling fruit, vegetables, dairy products, 
etc., and their profits are in no way connected with the packing busi- 
ness. A detailed discussion of the profits of the private-car lines, so 
far as it has been possible to obtain information concerning them, is 
presented in Chapter VI. At this point it is suflScient to show roughly 
the limits within which the possible profits of the private cars that 
carrv beef must fall. 

The prevailing rate of mileage allowed by the railroad companies 
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for the use of refrigerator cars is three-fourths of a cent per mile. To 
take a concrete illustration, the distance from Chicago to New York is 
almost exactly 1,000 miles, and the mileage paid by the railroad compa- 
nies for hauling a refrigerator car both ways is equal to $15 per round 
trip. The average car of dressed beef weighs not less than 20,000 
pounds; indeed, under the minimum- weight rule, the packer is com- 
pelled to pay on at least 22,000 pounds in the eastern territory. The 
total mileage paid by the railroad companies on a New York trip, 
divided by an estimated average weight of beef of 20,000 pounds per 
car, would give 7i cents per hundred pounds of dressed beef as the 
tota,l amount of mileage. Obviously, the packer could not possibly 
make more than 7i cents per hundred pounds of dressed beef from the 
mileage on such trips, even if no allowance were made for cost of 
administering the private-car lines, repairs, depreciation and interest 
on capital invested. Various estimates in Chapter VI indicate that at 
least one-third of the receipts from mileage at three-fourths of a cent 
per mile would be required for expenses of administration and repairs 
and for normal depreciation on cars, leaving not over 5 cents per hun- 
dred pounds of dressed beef as the total return to capital invested in 
private cars engaged in handling dressed beef. 

The illustration taken from shipments between Chicago and New 
York is broadly typical of the whole dressed-beef business. If the beef 
be carried for a longer distance, the mileage is, of course, a larger 
amount per hundred pounds of dressed beef. The average distance 
to which dressed beef is shipped from the packing houses, however, 
is probably considerably less than the distance from Chicago to New 
York. This may be judged from the fact that the average domestic 
freight rate on all beef, from packing to consuming point, for one 
company was found to be 32 cents and for another 39 cents, as com- 
pared with the 45-cent rate to New York; indicating the average dis- 
tance traveled by all beef to be materially less than the distance from 
Chicago to New York, especially as the Chicago-New York rate is 
lower, per mile, than that for most journeys. 

Section 33. Conclusions with regard to profits. — (1) It is evident 
from the detailed statistics presented in this chapter that no judgment 
with regard to the reasonableness of the prices of cattle and the prices 
of beef can be made merely by comparing them with one another and 
ascertaining the absolute difference, or the percentage of difference, in 
the price per pound. This point is so important that, although it has 
been very fully discussed in Chapter IV, it may well be emphasized. 
The following table shows by semiannual and annual periods from 
July, 1902, to June, 1904, the average live price of cattle and the 
average selling price of beef actually entering into the computation of 
profits in this chapter. On account of the difference in the basis of 
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the prices (see especially p. 258) the margins here shown should not 
be compared with those shown in Chapter IV. 

Table 100.— AVERAGE LIVE COST OF CATTLE AND SELLING PRICE OP BEEP FOR ARMOUR 
A CO , SWIFT & CO., AND THE 8CHWARZSCHILD & SULZBERGER COMPANY AT SIX CITIES. 
JULY, 1902, TO JUNE, 1904. 



Average selling price, cwt. . 

Average live cost, cwt 

Margin 

Average dressed weight per 

head, lbs 

Proceeds of beef per head . . 

Cost of cattle per head 

Minus margin 

Value of by-products per 

head 



1902, July- 
December. 


1903, Janu- 
ary-June. 


July, 1902- 
June, 1903. 


1903, July- 
December. 


$6.58 
$4.51 
$2.07 


$6.37 
$4.40 
$1.97 


$6.47 
$4.45 

$2.02 


$6.06 
$4.02 
$2.04 


574 

$37.68 

$47.23 

$9.55 


644 
$40.95 
$49.93 

$8.98 


609 

$39.32 

$48.58 

$9.26 


621 

$37.63 

$44.41 

$6.78 


$12.02 


$11.90 


$11.96 


$9.52 



1904, Janu- 
ary-June. 



$6.43 
$4.28 
$2.15 

637 

$40.93 

$48.07 

$7.14 

$9.98 



July, 1903- 
June,1904. 



$6.25 
14.15 
12.10 

629 

S39.26 

146.23 

16.97 

$9.75 



It will be observed that the absolute market margin between the 
price of cattle and the price of beef for the period from July, 1903, 
to June, 1904, was 8 cents per hundred pounds greater than during 
the preceding twelve months, while the computation of profits in 
Table 99 shows that there was practically no change in the profits of the 
business between these two periods of time, and that the total profit 
per hundred pounds was less than twice as great as the mere difference 
in the margin of live cost and selling price as between the two periods. 
Again, the margin between live cost and selling price during the first 
annual period was equal to 45.3 per cent of the live price, while during 
the succeeding years the margin represented 50.6 per cent of the live 
price, yet no corresponding difference in the true profit of the business 
appears. Those points are still further emphasized by comparing the 
figures in the above table showing the average cost of cattle per head 
and the average proceeds of beef per head. During the first period 
of twelve months the minus margin between cattle and beef was 
S9.:^<> per head, and during the next period §6.97 per head. This 
docroas? in the minus margin of $2.29 per head would represent an 
enormous increase in the profit of the packers if all other conditions 
had remained equal. As a matterof fact, the profits showed practically 
no difference between the two periods. The fall in the value of by- 
products from ^11.90 per head for the first twelve months to §9.75 for 
the second twelve months ofi'set the decrease in the minus margin. 

(*2) In the second place, the thorough investigation of profits made 
by the Bureau shows that the profit of the packer per head or per 
hundred pounds of dressed beef is relatively small, and that it can not 
exercise a very important influence either on the cattle raiser or on 
the consumer of beef. If the cattle raiser can get his animals killed 
and delivered to the consumer at not much more than $1 per head 
ov<^r and above the actual operating expenses, he apparently has 
little rea^ion to complain. On the other hand, if the consumer has 
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to pay to the packer not oyer one-fourth of a cent per pound for 
dressed beef over and above the actual operating expenses, he has 
also comparatively little reason to complain. The packers are able to 
make a reasonable, perhaps a rather high return, upon their invest- 
ment of capital, even at these low rates of profit per unit of product 
handled, simply because of the enormous scale of their business. The 
profit of f 1 per head would represent for Armour & Co. and Swift & 
Co. more than a million dollars each per year. 

While the large scale on which the packers do business thus enables 
them to make good profits on a small margin per unit of product, it 
also serves so to reduce the expense of slaughtering and dressing cat- 
tle that the consumer is undoubtedly getting his beef more cheaply 
than he possibly could have done if the business had remained in the 
hands of local butchers or of concerns of comparatively small size. 
The saving which the large western packers effect in the cost of oper- 
ation and in utilization of by-products, as compared with old-fashioned 
slaughtering establishments, is materially greater per head than the 
profit which they secure. 

(3) It is impossible to calculate with any approach to accuracy the 
percentage of return which the large western packers are able to secure 
on the capital invested in the beef branch of their business. In Chap- 
ter II appears such discussion of the question of the relation of the 
capitalization of the packing companies to the actual investment as 
the materials available will permit. This discussion relates to the 
capitalization of all branches of the business combined. It is almost, 
if not quite, impossible for the packers themselves to determine what 
proportion of their investment represents plants and properties con- 
nected with the beef business. The Bureau has made no estimates on 
this subject. 

It appears, however, from examination of the accounts of Swift & Co. 
that the profit on beef bears about the same proportion to the total profit 
as the amount of the sales of beef bears to the total sales of the com- 
pany. If it tjien be assumed that the plailt investment required for the 
beef business is proportional to the amount of sales, it would appear that 
the profit on capital invested in the beef branch is approximately the 
same as in the business as a whole. Should this assumption be correct, 
the profits of Swift & Co. on their beef business would be in the neigh- 
borhood of 12 per cent upon that proportion of their capital stock which 
is assignable to the beef industry. If, as appears probable, there is no 
overcapitalization in the case of this company, the rate of profit on the 
true investment in the beef business would be approximately the same. 
In this connection it is of interest to note that the total sales of Swift * 
& Co. for the year 1904 were approximately $200,000,000, and the total I 
profits $3,850,000, equal to about 1.9 per cent on the volume of sales. ' 

H. Doc. 382, 58-3 ^20 



CHAPTER VI. 

PRIVATE CAK I4INES OF THE liAKGE PACKING HOUSES. 

Section 1. Importance of private car lines to the packing 
industry. — A suggestion of the important part played in the packing- 
house industry by private ear lines has already been given. It has 
been stated that the six packing companies with which this investiga- 
tion is especially concerned own about 25,000 cars. It should be noted 
here that the material in this chapter upon private car lines, unlike 
that presented in some other portions of this report, has not been 
obtained from the packing companies themselves; practically the only 
information in this connection furnished by the companies — with one 
exception, the Cudahy Packing Company — is the number of cars 
owned. The numbers for the respective companies — in some cases the 
figures are approximate — are as follows: 

a 'f4. p r^ Number 

Swift & Go. : of cars. 

Swift Refrigerator Transportation Company 5, 473 

Swift Live Stock Transportation Company 404 

Armour & Co. : 

Armour Car Lines '. 12, 029 

Continental Fruit Express .' 1, 645 

Nelson Morris & Co « 1, 469 

National Packing Company & 2, 197 

Schwarzschild and Sulzberger: 

Cold Blast Transportation Company <* 1, 000 

Lackawanna Live Stock Company 250 

Cudahy Packing Company '^800 

These figures include all classes of cars. President George B. Rob- 
bins, of the Armour Car Lines, at a hearing before a subcommittee of 
the Committee on Interstate and Foreign Commerce of the House of 
Representatives, in February, 1905, testified that the Armour interests 
owned about 14,000 cars; this included the cars of the Continental 
Fruit Express. Most of these cars, he said, were " refrigerators," and 
roughly speaking, 8,000 were fruit cars and 6,000 packing-house cars, 
the latter figure including about 100 to 200 stock cars, about 125 tank 

« Not including 400 live-stock cars owned by Mr. Nelson Morris personally. 
& Apparently not including about 660 cars of the Provision Dealers' Dispatch. 
c Not including some 20 sales cars and tank cars belonging to the Schwarzschild & 
Sulzberger Company proper. 
^ Not including some 200 cars put into service at the end of 1904. 
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cars, and a few box cars. Tho company had Ica^d about 200 or 300 
cars to breweries or other shippers, this number being included in the 
14,000a]ready mentioned. These leased cars were mostly oldequipment. 

Of the cars of Swift & Co, by far the greater part arc of the refrig- 
erator type. Of those of the National Packing Company about 2,000 
are "refrigerators" and about 200 of miscellaneous construction. 

With the exception of Armour & Co. and Swift & Co.," the cars of 
the various concerns mentioned are not extensively employed in the 
fruit trade. Of those used in the packing-liouae business proper, only 
a portion are engaged in the transportation of dressed beef; tho exact 
division can not be stated. 

The car mileages of these companies, i. e., t^tal miles traveled, for 
the years 1903 and 1904, ai'e as follows; 
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In this connection it should be observed that these companies are 
not the only ones in the packing business which operate private equip- 
ment facilities. Several of their competitors have similar private car 
services. Nor arc such services peculiar to the packing industry. 
There are several hundred private car lines in existence, and a consid- 
erable number of private car companies which appear to have no other 
business whatever than the loaning of their equipment to railroads or 
shippers. 

Section 2. Origin of private car lines.— Private car lines have been 
used by the large packers for many years. The principal inducements 
for packing houses to own equipment appear to be: / 

1. To secure adequate facilities — both as to number! of cars and 
refrigeration service — and thus avoid delays and other inconveniences 
which, it is asserted, might occur if railroad companios were exclu- 
sively depended upon. 

2. To secure the mileage payment allowed by i-ailroad companies for 
the use of such cars. 

3. To secure incidental profits, particularly those arising from re- 
frigeration. This applies only to companies also owning icing stations. 

"A very laz^ proportion of the cars of Swift & Co. are used vci VUft qe«k^j\-^^% 
packing-house business. 
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1. To secure adequate faA^'ditieH, — ^Thc advantages of private cars are 
partly due (1) to the perishable nature of many products, which neces- 
sitates an ample supply of equipment in order to insure prompt trans- 
portation; (2) the uneven movement of many such products at differ- 
ent seasons of the year, as a result of which it is alleged that the railroad 
companies do not provide sufficient equipment to handle the traffic 
when at its maximum; (3) an alleged indisposition on the part of the 
railroad companies to give proper care to cars employed in such 
services. 

2. To secure the mileage payments alloiced hy railroads. — It is this 
feature of the private car line business with which the investigation 
of the Bureau of Corporations has been especially concerned. The 
other profits, such as those on refrigeration, are mainly connected 
with the fruit industry or other services, which have not come within 
the scope of this investigation. 

It should be explained at the start that the mileage allowance on 
private cars is wholly distinct from freight rates paid. The owner of 
the private car loans his equipment to the railroads, receiving there- 
for, instead of a fixed rate of interest on the value of the investment, 
a specified amount for every mile which his car travels. Whether he 
uses the car for the transportation of his own products, or whether it 
is turned over to some other shipper, or whether it travels empty ^ is a 
matter which has nothing to do with the mileage rate paid. The 
same freight rates for the same class of products transported apply, 
or at least are supposed to apply, whether the shipper is the owner of 
the car or not. 

Section 3. Data required for computing profits. — As will pres- 
ently be shown, the ownership of private car lines by the leading 
packing houses is apparently very profitable. In order to determine 
what the profits in this department of the business are, the following 
data are required: 

1, Kate of mileage; 

2, Actual mileage traveled; 
8, Cost of cars; 

4, Expenses, including — 
{(i) Kepairs. 

(/>) Expenses of operation. 
{c) Taxes, insurance, etc. 
{d) Depreciation. 
The question of unusual damages while in service, such as those 
arising from collisions, may be ignored, as the cost of such damages 
is ordinarily borne by the railroad using the equipment. 

With these items determined, it is possible to arrive at a very fair 
idea of the profits in the car-line business; and it is apparently possi- 



<^ Except hi comparatively lew msVance^ Ww wVxV^a.^^ \^ ^^^vi qi:^. ^mpty cars. 
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ble to determine these items, so far as the packing-house industry is 
concerned, with reasonable accuracy. 

1. The rate of mileage, (a) liefrigerato?' cars. — Testimony before 
the Interstate Commerce Commission in 1904 and before committees 
of Congress in 1904-5, established very conclusively that the prevail- 
ing rate of mileage allowed by railroads on private refrigerator cars 
in territory east of the Mississippi River is almost uniformly three- 
fourths of a cent per car per mile on both loaded and empty cars. An 
exception occurs in the case of cars in the dressed-beef trade going to 
New England points via Montreal, in which case the rate is 1 cent per 
car per mile. In the territory between Chicago and the Missouri River 
the rate is generally 1 cent per car per mile; west of the Missouri River 
the three- fourths of a cent per car per mile rate applies. Apparently an 
exception occurs in a few cases in the southwestern territory, the 
mileage rate being allowed on loaded cars only, and in some instances 
it appears that only 0.6 cent per car per mile is paid. These are the 
rates for private cars in all cases; cars owned by railroad companies 
are almost uniformly operated on a per diem instead of a mileage 
basis. 

In a rough way it may be estimated that the three-fourths cent rate 
applies to about 75 to 85 per cent of the total mileage traveled by 
such equipment, and the 1-cent rate to the remaining mileage. 
President George B. Robbins, of the Armour Car Lines, in his testi- 
mony before a subcommittee of the Committee on Interstate and 
Foreign Commerce of the House of Representatives in February, 1905, 
stated that the 1-cent mileage rate applied to about 10 or 15 per 
cent of the total mileage made by dressed-beef cars. An oflScer of 
another private car line company has stated to the Bureau that the 
1-cent rate applies to about 15 per cent of the total mileage. On this 
basis the average rate per car per mile would be 0.7875 cent, as fol- 
lows: 

Cent. 

85 per cent at 0.75 cent= 0.6375 
15 per cent at 1 cent= .15 

Average 7875 

Assuming that the 1-cent rate would apply to as much as 25 per cent 
of the total distance covered, the average rate per car per mile for 
refrigerator cars would be 0.8125 cent. In some cases the actual aver- 
age appears to be even greater. 

(S) Stock cars and box cars, — The regular mileage rate on private 
stock cars and j)rivate box cars, as brought out by the testimony 
already mentioned, is uniformly 0.6 cent per car per mile on loaded or 

empty cars. 

2. Average daily mileage, — The average rate of mileage — distance 

traveled per car — could easily be obtained if the actual number of cars 
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performing the yearly totals of mileage already given could be accu- 
rately determined. But, while the total number of cars owned by the 
leading packing concerns is known, it is not clear from the State 
reports just how many of these cars were engaged in making the 
mileage totals reported in taxation returns. Considerable numbers 
of cars are frequently leased, and it is not apparent from State 
reports whether the mileage of these ears is included in the totals or 
not. Moreover, as the returns of mileage already given include fruit 
cars, which are idle a considerable part of the 3^ear, and box and stock 
cars, which move at a lower rate of speed than refrigerator cars, the 
average results obtained by dividing the mileage by the total number 
of cars would in some cases afford a very incorrect idea of the average 
speed of refrigerator cars used exclusively in the packing-house 
industry. 

The large packing houses, in annual reports to several States of 
their car mileage, that is, the total distance traveled by their cars, in 
some cases also give the number of cars or the daily or yearly mileage 
per car, but the returns on the latter point are very unsatisfactory, and 
where given frequently apply only to a limited section of territory. 
Moreover, as the number of cars is frequently used as a basis of State 
taxation, there is obviously a temptation to exaggerate the daily or 
yearly mileage per car, thus reducing the number of cars required to 
perform the total mileage for a given State. Taking such f ragmentar}' 
data as can be gathered from these State records, submitted usually for 
purposes of taxation, the indicated daily mileage for 1903 — the tax 
year not always coinciding with the calendar year — is as follows for 
the companies named: 

Armour Car Lines: mileage. 

Refrigerator cars 87 

Fruit cars 88 

Swift & Co a 373 

National Car Line Company:^ 

Refrigerator cars 300 

Box cars 150 

Provision Dealers' Dispatch, refrigerator cars ^ 300 

Nelson Morris & Co 57 

Cudahy Packing Company 105 

Schwarzschild & Sulzberger (Cold Blast Transportation Company) 90 



« This apparent mileage for Swift & Co. applies to Iowa only and is obtained by 
dividing the total car mileage in the State of Iowa by the number of cars reported 
by the Swift Refrigerator Transportation Company as required to perform this Iowa 
mileage. 

''The high mileages of these companies w^ere reported to the State of Iowa. 
Apparently they were intended to apply to the total business of the companies for 
the entire country, but they may have been intended for Iowa only. 
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These averages vary so widely that they are of doubtful value, but 
considered in connection with other data it may be established that a 
refrigerator car, in the packing-house trade at least, would travel from 
90 to 100 miles daily on an average throughout the year. In this 
connection it may be mentioned that Mr. J. W. Midgley, in his testi- 
mony before the Interstate Commerce Commission in 1904, gave the 
following as the average daily mileages of the classes of cars specified 
on 23 leading milwajs in the year 1901, the last year for which statis- 
tics, he said, had been kept by the railroads, which about that time 
adopted the per diem basis for cars of railroad ownership. 

Average daily 
mileage. 

Private tank cars 66 

Private stock cars 72J 

Private refrigerator cars in the beef trade 136 

All private refrigerator cars 108 

In August, 1903, Mr. Midgley, in a series of letters agitating a 
change from a per mile to a per diem basis for private car mileage 
payments, said that owing to congestion of traffic and other adverse 
influences the avemge daily mileage of 1901 had not been maintained 
in 1902. He computed at that time that a fair average mileage of 
private refrigerator cars in territory east of the Mississippi in the 
last half of 1902 was approximately 120 miles per day.^ 

These statistics apply only to cars in actual service, making no 
allowance for time lost through idleness or for repairs or other 
causes. In his letter cited Mr. Midgley estimated that a refrig- 
erator car would be out of service about fifteen days in a year in 
order to make repairs and would be unemployed 20 per cent of the 
remaining time for other reasons. This would make the time in actual 
service two hundred and eighty days, or about 77 per cent of the 
year. Accepting the estimate of 120 miles per day as the daily aver- 
age while in actual service, the average daily mileage, allowing for 
time out of service, would, on this basis, be about 93 miles per day. 
This estimate of time out of service is probably too liberal for cars in 
the packing-house industry. President George B. Robbins, of the 
Armour Car Lines, in the testimony already referred to,* stated that 
refrigerator cars in the packing-house business were employed almost 
constantly, estimating that these were idle perhaps not more than 
thirty days out of the year. In the case of fruit cars, however, Mr. 
Robbins testified that the period of idleness was about three months, 
owing to the '^ between seasons" intervals in the fruit industry. In 
addition, he stated that refrigerator cars in the fruit trade were 
idle more or less of the time in the fruit season itself, owing to the 

« Circular letter No. 27, on **An inquiry into the growth, development, and opera- 
tions of private cars,'* by J. W. Midgley. 
b See page 270. 
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necessity of accumulating cars at given localities well in advance of 
the active shipping period. Accepting Mr. Robbins's estimate that 
refrigerator cars in the packing-house industry are idle only thirty 
days in the year, the average daily mileage of these should easily be 
90 to 100 miles per day. He stated that such cars made the trip from 
Chicago to New York, a distance of about 900 miles, in about sixty 
hours. This is an average rate of about 15 miles per hour. On the 
return trip, he said, the mileage was much less, perhaps not more than 
a quarter of the speed attained by loaded cars. Allowance would of 
course also have to be made for detention at terminals. Nevertheless, 
the average rate of 90 to 100 miles per day adopted does not appear 
excessive. In support of the adoption of such a rate it may be stated 
that an average of 90 miles daily for the country was indicated by the 
report of the Cold Blast Transportation Company to the State of Iowa 
for 1903,^ while actual figures secured by the Bureau from the Cudahy 
Packing Company show an average mileage for its refrigerator cars 
for the past three years of more than 100 miles per car per day. 
The manager of a company operating a large line of refrigerator 
cars in the fruit trade has reported to the Bureau an average daily 
mileage for these, on one large railway system, of about 69 miles per 
day, and he added that cars in the meat traffic move faster and are 
probably more constantly employed than his own. 

Large daily car mileages claimed hy packers in State of Michigan, — 
In this connection it is interesting to refer to the daily mileages 
claimed by several of the large packing companies themselves in the 
State of Michigan at a hearing in regard to the taxes assessed upon 
these companies by that State. Mr. Charles G. Wilson, representing 
the Armour Car Lines and Continental Fruit Express, maintained that 
200 miles a day was a fair daily average for refrigerator cars in the 
State of Michigan. He said that a large percentage of their ears 
traveled at a rate of 350 to 400 miles a day — this allowing for delayed 
trains. By his average of 200 miles a day he meant ''that included 
local, through, and cars howsoever used — for the Continental Fruit 
Express 1 claim 225 (i. e.,« miles per day) because those cars are 
unidentified with any local business." Mr. Wilson stated at that time 
that the State of Colorado allowed the Armour Car Lines a mileage of 
200 miles per day for taxation purposes, and that the State of Iowa 
allowed 90 miles a day on strictly local business.^ Mr. Henry Veeder, 
representing the Swift Refrigerator Transportation Company, at the 
same hearing, maintained that the average speed of refrigerator ears 
going across the State of Michigan — that is, through mileage on fast 
schedules — was 431^ miles per day for his company. After allowing 

« See table, page 274. 

^Testimony before the State board of assessors of Michigan sitting as a board of 
review at Lansing, Mich., January 18, 1904, to February 15, 1904. 
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for local business he arrived at a daily mileage of 397 miles per day 
for the State of Michigan; he reported the average mileage of cars 
operated by Libby, McNeill & Libby, in the State of Michigan, at 420 
miles per day, that concern having practically no local business in that 
State. 

Mr. Kay Wood, representing the National Car Line Company, which 
is owned by the National Packing Company, said that an average of 
350 miles a day (apparently in the State of Michigan) would not be 
too much for the cars of that company. 

Mr. W. S. Baker, representing, among others, the Cold Blast Trans- 
portation Company, owned by the Schwarzschild & Sulzberger Com- 
pany, gave the average mileage of the cars of that concern at about 
366 miles per day in Michigan. 

Mr. Thomas Creigh, representing the Cudahy Packing Company, 
stated to the Board that the average mileage per day in Michigan "is 
certainly 425 miles." 

This testimony before the Michigan assessors also brought out very 
clearly the efforts made by railroads to move refrigerator trains at 
high rates of speed. 

Mr. Veeder, representing the Swift interests at the hearing in ques- 
tion, said: '' Refrigerator cars are the highest traveling cars aside 
from passenger." 

Mr. Wilson, representing the Armour interests, said: "This class 
of cars, both fruit and refrigerator, while in transit are given right of 
way over other freight. I know the railroads have fast train service 
for it all over the country." 

Mr. Kay Wood, representing the National Packing Company, speak- 
ing of cars in the dressed-beef trade, said: "Railroads have made 
special arrangements and put on special trains, which are trains of 
refrigerator cars and not mixed cars, but refrigerator cars, with 
powerful engines especially adapted for the purpose of hauling that 
beef to its destination." 

3. Cost of cars, (a) Hefrigerator cars. — An average of various 
returns by representatives of private car lines and other interests 
obtained by the Bureau indicates that the average cost of a new ref rig- 
emtor car in recent years has not been more than $1,000. At the pres- 
ent time a first-class refrigerator car for the beef trade is estimated to 
cost about $1,100. This was the cost given by President George B. 
Robbins, of the Armour Car Lines, in testimony already cited," and it is 
indorsed by Mr. Max Epstein, president of the German-American 
Car Lines. An officer of a large car manufacturing company has also 
reported the same figure to the Bureau "as a fair price for a strictly 
first-class beef car under present conditions."* In 1898, however, one 

«See page 270. ^This was in January, 1905. 
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of the constituent concerns of this conapany had sold a lot of beef cars 
as low as $800 each. This, it was stated, was an unusually low price. 

The size of refrigerator cars has increased considerably in recent 
years, and the method of construction is more expensive. President 
Robbins, of the Armour Car Lines, in his testimony just noted, stated 
that within the last six or seven years the length of refrigerator 
cars, generally speaking, had been increased from 36 feet to 40 feet, 
this alone adding about $100 to the cost. A packer formerly con- 
nected with a firm shipping dressed beef in its own refrigerator cars 
has placed the cost of construction at from $900 to $1,100 each. 

Taking these various items into consideration, and bearing in mind 
that a portion of the equipment owned by the large packing houses was 
purchased some years ago at prices less than those now prevailing, and 
also that only a portion of the dressed-beef cars proper would cost the 
maximum price, it appears that the estimate adopted of $1,000 as the 
average cost of refrigerator cars of the large packing houses now in 
service is sufficiently liberal. 

(i) Stock cars. — Mr. A. C. Mather, president of the Mather Stock 
Car Company, testified before the Interstate Commerce Commission 
in 1904 that the stock cars of that concern cost all the way from $600 
to $750 each. 

Mr. F. J. Reichmann, vice-president and general manager of Street's 
Western Stable Car Line, testified that that company owned between 
8,000 and 9,000 cars — stock cars — and that they cost at the company's 
shops about $700 each. The company, he said, had every facility for 
building the cars economically. 

4. Expenses — {a) Repairs to refrigerator cars, — There is no fixed rule 
for computing the average repairs to refrigerator cars. Some private 
car lines expend sums in maintaining their equipment large enough, 
apparently, to really include some allowance for depreciation. Others 
make much smaller expenditures. In testimony before the Interstate 
Commerce Commission in 1904, Mr. C. P. J. Krick, of the Cudahy Mil- 
waukee Refrigerator Line,^ stated that the repairs to the refriger- 
ator cars of that company averaged about $40 per car per ^^ear. Mr. 
Max Epstein, president of the German -American Car Company, in a 
statement to the Bureau, placed the annual allowance for repairs at 
$60 per car per year. Although Mr. Epstein stated that this did not 
include depreciation, he said that the cars of his company ''were kept 
up in very good condition," and that his company believed ''in putting 
sufficient expenses in cars to prolong the life of the car." The man- 
ager of another western refrigerator car line gave the actual average 
cost of repairs to refrigerator cars, as taken from the annual report of 
his company, at $2.50 per month, or $30 per 3^ear. He later, however, 
stated that this allowance should be increased to about $4.50 per month. 

^-^This is distinct ironi the Cm\a\A^ Yv\c\l\\\^Co\\\^^\v^'s lines. 
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The manager of a large western company operating refrigerator cars 
in the fruit trade gave the actual cost of repairs upon 4,381 cars in 
the months of February, March, and April, 1904, at $35,782.41. This 
would amount to about $8.17 per car for the three months, which, it 
it may be noted, cover a period of severe weather and heavy traffic. 
The same authority stated that the total cost'of repairs per car per 
year for his company amounted to about $33 per car. 

Mr. J. W. Midgley, in the circular letter already quoted,^ stated 
that $45 per car per year was a generous estimate. 

Taking all of these reports and estimates into consideration, it would 
appear that an allowance of $40 per car per year for repairs would be 
sufficiently liberal. Even if this is a little too small, it is probable 
that the allowance of $15 per car per year* for operating expenses is 
large enough to leave something for repairs, so that an allowance of 
$55 for the two items combined would not be too conservative. 

(b) Operating expenses. — In addition to repairs, some owners of private 
cars make a special allowance for what is called "expense of operation." 
This apparently covers little more than a general supervision of the 
movements of cars. Such costs of operation as lubrication, etc., 
of cars in actual use are borne by the railroad companies. President 
Epstein, of the German-American Car Company, has stated to the 
Bureau that his allowance for this item of ''expense of operation" is 
$1.25 per month, or $15 per year. 

{c) Taxes^ insurance^ etc. — The burden of taxation, which is regulated 
by the various States through which the cars, of the large packing 
houses travel, does not appear to be a very heavy one, and in view of 
the allowance of $15 per year for expense of operation it seems that the 
tax item may be ignored without materially affecting the rate of net 
profit. For instance, the taxes assessed upon the Armour Car Lines in 
the State of Wisconsin for the fiscal year 1904 were only $171.20. 
The mileage made by the cars of this company in that Stat > was about 
one one-hundred-fortieth of the company's total for thne United States. 
The amount of taxes levied upon the Swift Refrigerator Transporta- 
tion Company in Wisconsin for the same year was only $95.85. The 
mileage performed in that State by the cars of this company was 
about one one-hundred-thirtieth of the company's total for the entire 
country. In the State of Iowa the taxes of the Swift Refrigerator 
Transportation Company amounted to $685 in 1904, and those of the 
Armour car lines to $1,026. A very much larger percentage of the 
total mileage of these companies, however, is made in Iowa than in 
Wisconsin. In 1903, for instance, the mileage of the Armour Car 
Lines in Iowa was about 5 per cent of the total for the entire country; 
in case of the Swift Refrigerator Transportation Company, the pro- 
portion was about 4 per cent. 

« See page 275. b^^ ^^.^^e^ 'l^'I. 
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The expense of insurance, likewise, does not appear to constitutean 
important item in the expenses of private car line ownership. The 
railroads are responsible for all but ordinary damages to such cars 
while in actual service. 

(d) Depreciation, — According to a rule of the Master Car Builders' 
Association depreciation on refrigerator cars is generally figured at 6 
psr cent. This figure may therefore be accepted in the current 
calculations. 

[President Bobbins, of the Armour Car Lines, testified before a sub- 
committee of the Committee on Interstate and Foreign Commerce of 
the House of Representatives, February, 1905, that the Armour inter- 
ests had charged depreciation of refrigerator cars at the rate of 12 per 
cent per annum and on box cars at the rate of 8 per cent per annum. 
He admitted that the rule of the Master Car Builders' Association for 
stock, box, and coal cars was 6 per cent per annum. The Master Car 
Builders also make the same allowance, 6 per cent, on refrigerator cars. 
Mr. Robbins said that the allowance of 12 per cent made by his com- 
pany did not mean that the cars became worthless at the end of eight 
years, but that by that time they became unfitted for the higher classes 
of services, and were usually reconstructed and turned over to cheaper 
services.] 

In the circular letter quoted Mr. Midgley said: '^The following is a 
generous estimate of the elements to be considered in arriving at a just 
allowance for the use of private cars:" 

Average value of existing,eqiiipment $8(X) 

Allow 8 j)er cent for depreciation 64 

4 per cent interest 32 

Kepairs 45 

Totiil 141 

In the above table it will be seen that an allowance of 4 per cent is 
made for interest on the investment. The allowance for depreciation 
of 8 per cent, moreover, is larger than that allowed under the rules 
of the Master Car Builders' Association. Deducting the allowance 
for interest, the total expenditure for a refrigerator car per year (at 8 
per cent depreciation) on an estimated value of $800 would be $10t>. 
At a valuation of $1,000 per ear and depreciation of 8 per cent, the 
total expense would on the above basis be $125 per car; but at a val- 
uation of $1,000 and an allowance of (> per cent for depreciation, the 
indicated expense per year on the above basis would be only $105 
per car. 

In this connection it may be noted that the Sixteenth Annual Report 
on ''Statistics of Railways" by the Interstate Commerce Commission 
gives the total charges for repairs and renewals to freight cars at 
$93^396,339, this covering rouohly 1,050,000 freight cars. This isequiv- 
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alent to an average expenditure of $56 per car. The item of repairs 
and renewals, as defined by the Interstate Commerce Commission, how- 
ever, is intended to cover depreciation as well as repairs. The allow- 
ance for these two items for refrigerator cars, as given in the foregoing 
computation by the Bureau of Corporations, is $100 per car. These 
allowances would naturally be considerably larger for ref rigemtor cars 
than for miscellaneous freight cars, but the margin of $44 per car 
allowed in the current calculations certainly appears ample. 

Section 4. Conclusions as to profits. — Available data upon the 
earnings of refrigerator cars are of an unsatisfactory character. The 
large packing houses make no public returns whatever on this feature 
of the business. More or less testimony bearing on this matter was 
taken by the Interstate Commerce Commission in its hearings during 
1904, but the material so obtained was given in a rather offhand man- 
ner and is very fragmentary in its character. It was brought out in 
the testimony that some of the large packing houses had, in several 
instances, leased refrigerator cars to other shippers at from $17 to $18 
per month; in one case, at least, for certain cars leased to the National 
Packing Company a rental of $20 per month was obtained. This would 
suggest gross earnings at the rate of from about $200 to $240 per car 
per year. The equipment in several of these cases, however, was 
inferior. Estimates of net earnings, as brought out in these hearings, 
varied from about $75 to $150 per car per year. 

In view of the indefinite nature of this testimony a more satisfactory 
estimate of gross earnings can probably be obtained by using the aver- 
age receipts per car per mile and the average daily mileage as a basis, 
with allowance, of course, for expenses. 

From the data already given, the following facts seem fairly well 
established for cars of private ownership: 

1. The average mileage rate for refrigerator cars in the packing- 
house industry is at least 0.7875 cent per mile, and perhaps 0.8125 cent 
per mile. 

2. The mileage rate for stock cars is uniformh^ 0.6 cent per mile. 

3. The average mileage of* refrigerator cars in the packing-house 
business appears to be from 90 to 100 miles per day. 

4. The average mileage of stock cars and box cars is considerably less 
than for refrigerator cars. 

5. The average cost of refrigerator cars, new, for the packing-house 
trade during the past few years appears to be about $1,000. The cost 
of stock cars may be placed at $700. The cost of box cars varies 
greatly according to size and method of construction. For the limited 
number of such cars owned by the packing houses an average valua- 
tion of $600 would probably be suflScient. 

6. A fair allowance for repairs to refrigerator cars in the packing- 
house business appears to be about $40 per year. 
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7. Taxes and insurance do not appear to constitute an important 
item in expense in a percentage calculation of net profits. 

8. An allowance of $15 per car per year for ''expense of operation" 
of refrigerator cars — that is, expense to the owner — appears to be 
liberal. 

9. Depreciation on refrigerator cars, according to Master Car Build- 
ers' rules, may be taken at 6 per cent per year. The allowance is 
smaller in the case of some steel cars or portions of cars with steel 
underframes. 

Accepting the estimate that the mileage rate of 1 cent per car-mile 
applies to only 15 per cent of the total mileage covered, and taking the 
estimates of repairs, expense, and depreciation just given, the apparent 
results would be as follows for private refrigerator cars traveling at 
the average daily rates of speed indicated: 

Table 102.— APPARENT YEARLY RECEIPTS, EXPENSES, AND PROFITS OF PRIVATE 

REFRIGERATOR CARS IN PACKING HOUSE TRADE. 

[Assumed cost of car, $1,000.] 



Average rate per car per mile. 

Average daily receipts 

Average yearly receipts a 



EXPENSES. 



Average yearly repairs 

Average yearly expense, operation 
Average yearly depreciation 



Total charges. 
Balance, profit 



Average daily mileage. 



50. 



90. 7875 
.3937 
143. 70 



75. 



$0-7875 
.5906 
215. 57 



40.00 
15.00 
00.00 



115.00 

28. 70 



40.00 
15.00 
60.00 



115. 00 
100.57 



Equals on investment about. 



2.8^ 



104 



90. 


100. 


90. 7875 
.7087 
258.68 


90. 7875 
. 7875 
287. 44 


40.00 
15.00 
60.00 


40.00 
15.00 
60.00 


115.00 
143.68 


115.00 
172. 44 


14.35^ 


17. 25^ 



125. 



90. 7875 
.9813 
359.27 



40.00 
15.00 
60.00 

115.00 
244.27 



24. 4^4 



n On basis of 365 davs to the venr. 



These calculations assume that the various items of expense are not 
materially affected by the rate of travel. The wear and tear would 
undoubtedly be somewhat greater when a car travels at a high rate 
of speed than when it travels at a low rate. The head of one large 
private-car company has, however, stated that this difference between 
rates of 75 miles and 100 miles dail}^, while it actually exists, can not 
readily be computed. At the extreme rates of mileage claimed in 
some instances the difference would undoubtedly be material. 

From this table it would appear that at an average dail}^ mileage of 
only 50 miles the net profit on a refrigerator car, after allowance for 
depreciation, repairs, and operating expenses, is about 3 per cent on 
the investment. But this mileage is undoubtedh^ too low for refriger- 
ator cars in the packing-house business, which, for the most part, 
move on fast schedules. It has been shown that some of the packing 
companies in returns for taxation claim a daily mileage for their 
refrigerator cars, in some States, of 300 miles or more. These figures 
are undoubtedly excessive vis u\\ ii\^y?i^^^^x o^-^^x^^^^c^^-djciorthe entire 
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country, although such high rates may be made in certain States 
where practically all the mileage is made by fast, through trains^ 
Accepting the estimate of 100 miles per day as a fair average how- 
ever, the net profit on the investment is apparently over 17 per cent 
per year. In this connection it is interesting to note that a packer/ 
formerly in the refrigerator-car business estimated, in a statement ta 
the Bureau of Corporations, that the net profit was about 20 per cent 
on the investment. 

In connection with these indicated rates of profit, the following state- 
ment of the operations of the car lines of the Cudahy Packing Com- 
pany, as secured from that company, is of interest: 

Table 103.— COMPARATIVE STATEMENT SUBMITTED BY THE CUDAHY PACKING COMPANY, 

CHICAGO, ILL., FOR REFRIGERATOR AND TANK CARS. 



Total wheelage: 
Refrigerator cars 
Tank cars 



Cars in service: 
Refrigerator. 
Tank 



Total mileage payments 
C.P.R. L.ft 



Gross operating expenses. 
Profits 



Per cent of profits on original investment 

Total number of cars shipped from all plants 

Average profit per car shipped 

Pounds Of products shipped 

Car-line profit per pound shipped cents. 



Year ending October 30— 



1902. 



30,991,812 
727,735 



31,719,647 



781 
34 



$285,490.93 



$115,656.34 



$169,834.69 



22 

22,651 

$7.62 

640,000,000 



1903. 



29,181,133 
466,838 



29,646,971 



1904. 



30,803,916 
426,460 



31,230,366 



778 
34 



a 811 
34 



$274,444.24 



$121,973.89 



$152,470.35 



$261,986.66 
$69,895.77 



$321,882.42 
$145,879.00 



$176,003.42 



20 

25,226 

$6.05 

715,000,000 



17.7 

24,893 

$7.07 

660,000,000 



a 200 additional C. R. L. cars put into commission from June until October. Their mileage included 
in above figures. 
bC. P. R. L. cars not owned by us; leased at $10 per month. 

It will be seen that the Cudahy Packing Company made a profit, 
from mileage alone, on its investment in its cars, of 22 per cent in 1902, 
20 per cent in 1903, and 17.7 per cent in 1904. The average original 
cost of that company's refrigerator cars, as carried on the company's 
books, is about $940 per car, as against $1,000, the figure assumed in 
the computations of the Bureau. TJhe gross operating expenses of 
the Cudahy Packing Company figure out a larger average per car than 
the $115 allowance of the Bureau. This is apparently explained, in large 
part, by the fact that the Cudahy Packing Company makes no distinct 
allowance for depreciation. Its total expenditures for repairs include 
what is substantially a depreciation allowance. A considerable num- 
ber of cars of the company are more than ten years old, and an allow- 
ance for repairs, distinct from depreciation, would thus be larger than 
would be necessary had a fixed depreciation charge been made against 
these cars from the start. In other words, the indicated cost of. vaaiw- 
tenance (which also includes operating expenses, V'axfe^^ ^\fc>^ ^<k^ ^'S2>^ 
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for the Cudahy Packing Company, as shown in the above statement- 
amounting to, roughly, $140 to $150 per car ^ — is apparently too high a 
figure to be used as a fair average for refrigerator cars generally. It 
may be noted that the average gross mileage rate per mile of the 
Cudahy Packing Company is considerably larger than the rate of 
0.7875 cent assumed in the calculation of the Bureau. 

It has been calculated that the total expense of maintaining refrig- 
erator cars in the packing-house business, including depreciation at 6 
per cent, is about $115 per car per year. This is equivalent to about 
31.5 cents per day. At a daily mileage of 100 miles per day this 
would amount to 0.315 cent per car per mile. On the basis of 90 
miles per day the average expense per car per mile would be brought 
up to 0.35 cent, as will be seen from the following: 

Cents. 

Average yearly expense of $115 equals, per day 31. 5 

At 100 miles daily mileage this equals, per car per mile 315 

At 90 miles daily mileage this equals, per car per mile 35 

From this the following rough formula can be obtained: 



Item. 


At daily mileage of— 


100 miles. 


90 miles. 


Average gross receipts per car per mile 


Cent. 
0. 7875 
.315 


Cent. 
0.7875 


Average expenses per car per mile 


35 






Average net profit per car per mile 


.4725 


4375 







On this basis about 60 per cent of the gross receipts of refrigerator 
cars in the packing-house business, traveling at 100 miles per day, 
would be retained as net profit. For cars traveling at 90 miles per 
day the net profit would be about 55 per cent of the gross receipts; 
and the proportion of net profit to total receipts would obviously 
decrease with each reduction in the daily mileage traveled. 

If the net rate of 0.4725 cent per car per mile could be applied to 
the total car mileages reported to the various States, the actual net 
profit, on mileage, of the various companies could be very closely cal- 
culated. But this rate, it should be observed, applies only to cars 
running at a daily speed of 100 miles, and it would be unsafe to apply 
it to all cars indiscriminately. It has already been shown that fruit 
cars are idle a much larger proportion of the time than are refrigerator 
cars in the packing-house industry, while box and stock cars move at 
a lower rate of speed than refrigerator cars. 

An approximate estimate of the actual gross receipts of these com- 
panies may, nevertheless, be obtained by taking the average mileage 
rate at three-fourths cent per car per mile instead of at 0.7875 cent. 
This estimate is not too low for the companies as a whole. Although 
stock and box cars appear to receive only 0.6 cent per car per mile 

(^In 1902 and 1903; number oi\ea^^^e^T^\xv\^^\TVQ\,%\aXfe^. 
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traveled, the number of such cars owned by the various packing houses 
is generally a small part of the total. Moreover, as these cars travel 
at a lower rate of speed, they would contribute even a smaller per- 
centage of the total car mileage than their number forms to the total 
of all cars. 

Applying a gross mileage rate of 0.75 cent per mile to the total 
mileages given in the table at the opening of this chapter, the gross 
receipts of the respective companies from mileage — including all kinds 
of cars — for the fiscal year 1904 would apparently be substantially as 
follows: 

Table 104.— APPROXIMATE GROSS RECEIPTS OF PRIVATE CAR LINES. 



Name of company. 



Armour Car Lines 

Continental Fruit Express 

Swift Refrigerator Transportation Company 

Nelson Morris <fe Co 

National Car Line Company 

Provision Dealers' Dispatch 

Cudahy Packing Company 

Cold Blast Transportation Company 



Total car mile- 
age, 1904. 



264»210.608 
86»745,185 

203»494»173 
45,548,922 
26,215,978 
15,975,281 
29,179,548 
25,849,798 



Approximate 

gross receipts 

at assumed 

average rate of 

0.75 cent per 

mile. 



91,981,680 
275,589 
1,526,206 
841,617 
196,620 
119,814 
a 261, 986 
190,123 



a Actual figures (mileage rate different from that assumed above). 

The gross profits and receipts indicated by the preceding computa- 
tions are those derived from mileage alone. In addition private car 
Jines which also operate icing stations appear to make a large profit 
on the refrigeration of products of other shippers. In the case of 
packing house products, however, icing service is often performed by 
the owner, while, in cases where the shipper of such products does 
not own icing stations, the refrigeration is frequently performed by 
railroad companies. For these reasons the Bureau has not made an 
investigation of the profits of this feature of the business. The prin- 
cipal profit of private car line companies discussed in this report, in 
their refrigeration service, apparently occurs in the transportation of 
fruits, a business distinct from the packing industry. Elaborate testi- 
mony in regard to the charges of private car companies for refrig- 
erating fruit shipped in their cars was taken in 1904 and 1905 by the 
Interstate Commerce Commission and by committees of Congress. 

It has been shown that a refrigerator car in the packing-house trade 
costing $1,000 and moving at an average rate of 90 to 100 miles per 
day would earn from mileage alone — on the basis of expenses already 
adopted — from, say, 14 to above 17 per cent on the investment. 
Whether such a rate of profit in ordinary business can be considered 
unreasonable is open to debate; but there can be little room for dis- 
cussion when this profit is derived wholly from a payment allowed by 
the common carriers of the country. 

H. Doc, 382, 58-3 21 
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I. ADDITIONAL DATA EEGAEDING THE SIX LEADING PACXnG 

COMPANIES. 

In the following appendix will be found additional data regarding the various 
concerns composing, or allied to, the six companies especially discussed in Chapter II. 
Except in the case of the National Packing Company and the affiliated concerns of 
Swift & Co., the material is largely based upon statements submitted by the prin- 
cipal companies themselves, these statements being supplemented by records of the 
Bureau compiled from other sources. 

• 

SWIFT & CO. GROUP. 

Svrifi & Co. J of Illinois^ was incorporated March 31, 1885. The original capitaliza- 
tion was $300,000. This was increased as follows: 

November 11, 1886, to $3, 000, 000 

May 19, 1888, to 5,000,000 

July 3, 1890, to 7, 500, 000 

/March 28, 1893, to 15, 000, OOO 

: January 5, 1899, to 20, 000, 000 

January 2, 1902, to 25, 000,000^ 

January 7, 1904, to 35, 000,000 

J The company has outstanding $5,000,000 5 per cent first-mortgage bonds issued 
1 in 1902 and due in 1914. 

The Illinois corporation operates packing houses at Chicago, 111.; Omaha, Nebr.; 
Kansas City, Kans. ; East St. Louis, 111.; St. Joseph, Mo.; St. Paul, Minn.; and Fort 
Worth, Tex., with smaller establishments in a few other cities. As indicated below, 
\ it virtually owns a number of subsidiary companies. 

The oflScers of Swift & Co. are as follows: President, Louis F. Swift; chairman of 
board of directors, Edwin C. Swift; vice-president, Edward F. Swift; treasurer, 
Lawrence A. Carton; secretary, D. E. Hartwell. 

The directors of the company are: Edwin C. Swift, Louis F. Swift, Dumont Clarke, 
John R. Redfield, Edward F. Swift, Lawrence A. Carton. 

Swift ikJJo^y of Maine, — This corporation was organized July 18, 1902, and its capital 
stock outstanding is $3,037,800. Its stock is owned wholly by trustees for the benefit 
of Swift & Co., of Illinois, except for directors' shares. The company does no manu- 
facturing or slaughtering business, but was organized for the purpose of consolidating 
wholesale distributing markets handling the products of Swift & Co. in the New 
England States and to some extent in New York and New Jersey. 

At the time when Swift & Co. first began business the lack of capital led to the 
adoption of the policy of organizing partnerships in various States and cities for the 
purpose of selling the products manufactured by the company. Part of the capital 
of these partnerships was furnished by Mr. G. F. Swift and Mr. E. C. Swift, or other 
stockholders of Swift & Co. as individuals, the remainder being usually furnished by 
Bouieperson in the city where the branch house was located, who became its manager. 
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As the business developed, and Swift & Co. was able to secure larger amounts of 
capital by issuing stock, the company undertook to acquire direct control of these 
distributing agencies by buying out the partners. Swift & Co., of Maine, has thus 
acquired all of the former partnership agencies in New England, with the exception 
of the following five firms, in each of which the Maine corporation has bought a 
controlling interest: 

Swift Beef Company, Boston. 

G. F. & E. C. Swift, Boston. 

G. F. Swift & Co., Boston. 

E. C. Swift & Co., Boston. 

N. E. HoUis & Co., Boston. 

Swift & Co., of Maine, also owns some of the branch houses in New Jersey. 

Swift & Co. J of West Virginiat was incorporated September 25, 1903, with a capital 
stock of 1100,000, which is wholly held (except directors' shares) by trustees for the 
benefit of Swift & Co. , of Illinois. This company was organized for the purpose of 
operating selling houses handling the products of Swift & Co., of Illinois. This 
company does no manufacturing business. It controls branch houses in numerous 
States, these branch houses having formerly been in part controlled by partnerships 
in which the Swifts as individuals were interested. 

Sivift & Co. J of New Y ork, was incorporated February 8, 1893, with a capital stock 
increased to ?1(}0,000 in 1899, which is wholly owned by trustees for the benefit of 
Sw4ft & Co., of Illinois. This company controls some of the branch houses hand- 
ling the Swift products in New York State. 

By means of the three corporations just named, or by direct ownership. Swift & 
Co., of Illinois, has now acquired the entire interest which members of the Swift 
family and stockholders of Swift & Co. formerly held in branch houses distributing 
Swift products, and also practically the entire holdings of other partners in such con- 
cerns, except as above indicated. This acquisition, it is authoritatively stated, was 
brought about with a view to bringing the entire profits in the industry into a com- 
mon treasury for the benefit of all of the stockholders and to secure a complete bar-/ 
mony of interest between the manufacturing concern and its distributing agencies. ' 

Stvift Fertilizer Works was incorporated in Illinois October 23, 1901, with a capital 
stock of $100,000, which is wholly held (except directors' shares) by trustees for the 
benefit of Swift & Co. , of Illinois. This company is engaged in the manufacture of 
conamercial fertilizers in Georgia. The animal fertilizer produced by the packing 
plants is shipped South and mixed with phosphate rock from the South, the 
product being sold in Southern States chiefly. In this way the expense of transport- 
ing phosphate rock to the North and back again in the form of fertilizer is avoided. 

Swift Refrigerator Transportation Company and Swift Live-stock Transportation Com- 
pany are Maine corporations, of which the entire capital stock (except directors' 
shares) is held by trustees for the benefit of Swift & Co., of Illinois. At an earlier 
time these companies were separate, though part of their stocks were held by stock- 
holders of Swift & Co. The separation in ownership was due to the lack of adequate 
capital on the part of Swift & Co. and the consequent necessity of obtaining capital 
from other sources. The acquisition of the property by Swift & Co., of Illinois, was 
designed to secure to the stockholders of that company the entire profit connected 
with the transportation of its products. 

The cars operated by the Swift Refrigerator Transportation Company are marked 
"Swift Refrigerator Line, " ** Swift Live Stock Express," "California Fruit Trans- 
portation Line," "Dairy Dealers Despatch," and " German- American Refrigerator 
line." 

Smft Beef Company (Limited) is an English corporation, of which the entire capital 
stock (except directors' shares) is held by trustees for the benefit of Swift & Co., of 
Illinois. This company is the selling agent of Swift k Go. m Ot^^\.^tvJuk\sv» 
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Swift Packing Company is an Illinois corporation, with a capital stock of $100,000, 
which is wholly owned (except directors* shares) by trustees for the benefit of Swift 
& Co., of Illinois. This company was organized (in May, 1898) for the purpose of 
acting as the selling agent of Swift & Co. in Germany. It does no manufacturing or 
slaughtering business. 

The above include all of the "subsidiary** corporations of Swift & Co., as defined 
by representatives of the latter company, all of them being completely controlled by 
that corporation. 

The following statement is made by a representative of Swift & Co. : 

** In addition. Swift & Co. through trustees are stockholders in various stock yards 
companies, having received the stock so held in every instance as a consideration 
for the establishment of a packing plant at the yards concerned. It is a nearly uni- 
versal practice for stock yards companies to grant subsidies to all packers who estab- 
lish plants at the yards. This is done because the packing company incurs a heavy 
risk on account of the uncertainty as to the ability to draw live stock to the new 
yards, and on account of the fact that the stock yards company must depend for its 
profits wholly on the building up of a large packing business. In no instance have 
the subsidies thus granted been suflBicient to cover the entire cost of packing plants." 

Union Stock Yards Company of Omaha. — Swift & Co., of Illinois, in 1888 received 
from this company a piece of land and a certain amount of stock. Part of the stock 
has been sold. Members of the Swift family and of the board of directors of Swift & 
Co. have no individual interests in this corporation, and the Swifts are not repre- 
sented on its board of directors. 

Kansas CUy Stock Yards Company. — This company granted a subsidy in stock to 
Swift & Co. in 1887, of which the latter now holds only a few shares. Members 
of the Swift family and of the board of directors of Swift & Co. have no interest as 
individuals. 

Fort Worth Stock Yards Company. — Swift & Co. now own, through trustees, some 
stock of this corporation. This stock yards company had been in existence many 
years, but had been unsuccessful on account of the failure of various packing houses 
established at the yards to draw live stock thither. Finally an interest in the yards 
was given to the Armour and Swift companies as a consideration for establishing 
packing plants there. Mr. Edward F. Swift is vice-president of the Fort Worth Stock 
Yards Company. 

St. Joseph Stock Yards Company. — Of the $1,650,000 of stock issued by this com- 
pany Swift & Co., of Illinois, holds a certain amount, which was issued to it as a con- 
sideration for establishing a packing plant at the St. Joseph yards. Mr. Louis F. 
Swift is president of the stock yards company and Mr. Albert H. Veeiier, counsel of 
Swift & Co., is one of the directors. 

St. Paul Union Stock Yards Company. — Of the $2,000,000 capital of this com- 
pany, a certain amount is held by Swift & Co., of Illinois, the stock having been 
issued as a consideration for putting in repair and equipping the old packing plant at 
the yards, which had been unsuccessfully operated and abandoned by other con- 
cerns. Mr. Louis F. Swift is chairman of the board of directors. 

Mr. A. H. Veeder, counsel of Swift & Co., has made the following statement to 
the Bureau: 

**The above-mentioned companies are the only companies in any way connected 
with the live stock or packing industry in which Swift & Co. as a corporation is a 
stockholder. The company holds no stock, directly or indirectly, in the Chicago 
Junction Railways and Union Stock Yards Company, nor does any oflScer or director 
of Swift & Co. hold stock in that corporation, nor does Swift & Co. hold, directly or 
indirectly, any stock in the National Stock Yards Company, the Sioux City Stock 
Yards Company, the New England Dressed Beef and Wool Company, Libby, McNeill 
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A Libby, John P. Squire & Co., the North Packing? and Provision Company, the 
Sperry & Barnes Company, the Springfield Provision Company, Sturtevant & Haley, 
Bimbler, Van Wagenen & Co., or any other concern of a similar character/* 

COMPANIES WITH WHICH 8WIPT A CO., OF ILLINOIS, ARE CLOSELY AFFILIATED, BUT IN 
WHICH THE ILLINOIS CORPORATION, AS SUCH, OWNS NO STOCK. 

Although, as just shown, Swift & Co. as a corporation hold no stock in the fol- 
lowing companies. Swift interests are nevertheless well represented in their manage- 
ment. 

lAhhy, McNeill & Libby, of Illinois^ was incorporated in May, 1888. Its capital 
stock is $2,000,000. The Swift family has been largely interested in the company 
from the start, and at present is in complete control, although, as already shown, 
the company is wholly distinct from the corporation of Swift & Co., of Illinois. 
Gustavus F. Swift was a subscriber to 900 shares of stock at the time the company 
was organized and Louis F. Swift to 100 shares. This company has a packing house 
at Chicago, and also owns a private car line. The influence of Swift interests is 
indicated by the following statement of oflScers and directors: 

Officers: President and treasurer, Edward Tilden; vice-president, Edward F. 
Swift; secretary, W. F. Burrows. 

Directors: W. F. Burrows, L. A. Carton, S. R. Kaufman, Edward F. Swift, Louis 
F. Swift, Edward Tilden, A. H. Veeder. 

Libby f McNeill <Sc Libby, of Maine, was incorporated in August, 1903, with a capi- 
tal stoclp of $10,000. A letter from Mr. Henry Veeder, dated January 16, 1904, to 
the commissioner of corporations of Massachusetts, stated that Libby, McNeill & 
Libby, of Illinois, had sold its entire business in Massachusetts to Libby, McNeill <& 
Libby, of Maine. 

John P. Squire (Sc Co. is a New Jersey corporation, and was incorporated March 5, 
1901, as a reorganization of the old Squire interests, embracing a large packing plant at 
Cambridge, Mass., and nearly a score of primary distributing agencies throughout New 
England. The company has an authorized capitalization of $7,500,000, this includ- 
ing $1,500,000 preferred stock and $6,000,000 common stock. There is outstanding 
$550,000 preferred stock and $6,000,000 common stock. It has been repeatedly 
denied that Swift & Co. as a corporation holds any stock in John P. Squire & Co., 
but it has been asserted in the press that six of the directors represent Swift inter- 
ests. « The directors of the company are: 

Directors: H. L. Burrage, H. G. Curtis, W. A. Bullard, J. F. Crocker, Frank P. 
Comstock, Sullivan Niles, Edwin C. Swift, Lonville V. Niles, and Kenneth K. 
McLaren. 

The officers are: 

Officers: President, Lonville V. Niles; treasurer, E. D. Whitford; chairman, E. C. 
Swift. 

Of these directors E. C. Swift is chairman of Swift & Co., of Illinois; Frank P. 
Comstock is manager of Swift & Co. at Providence. It will be seen, therefore, that 
the Swift interests are well represented. E. H. Barnes, at the time of his death in 
1904, was a director in both Swift & Co., of Illinois, and John P. Squire & Co. 

The total resources of John P. Squire & Co., as given in a statement filed in Massa- 
chusetts in February, 1904, were $7,622,521, this including an item of $2,969,130 for 
patent rights and good will. The surplus at that time was stated at $19,091. As 
already emphasized, the financial operations of this company are wholly distinct from 
those of Swift & Co., of Illinois. 

« Goodairs Drovers' Journal, January 28, 1904. 



290 THE BEEF INDUSTRY. 

Boston Packing and Provmon Company, — This company was incorporated under 
the laws of Massachusetts in 1896, with a capital stock of $250,000, which was reduced 
in 1904 to $100,000. E. C. Swift is authority for the statement that control of this 
company has been acquired by John P. Squire & Co. Mr. Swift was quoted in 1904 
as saying, **J. P. Squire & Co. have absorbed the Boston Packing and Provision 
Company.' '« 

New England Dressed Meat and Wool Company. — This company was incorporated 
under the laws of Maine in September, 1889. Its capital stock is $800,000. Swift 
interests are well represented in its management, as will be seen from the following 
list of directors: 

Directors: E. C. Swift, G. W. Hollis, N. E. HoUis, G. B. Goodenough, and E. F. 
Swift. (See also North Packing and Provision Company.) 

North Packing and Provision Company. — This company was incorporated in Maine 
in June, 1890. It has a capital stock of $2,000,000, and a bond issue of $1,000,000. 
The company has a large packing plant, chiefly for hogs, at Somerville, Mass. 

E. C. Swift was an original subscriber to the stock of this company and is now 
president, as will be seen from the following: 

OflScers: President, E. C. Swift; treasurer, John L. Carson. 

Directors: E. C. Swift, John L. Carson, D. M. Anthony, N. E. Hollis, C. A. 
Cushman. 

Of these directors D. M. Anthony is also a director in both the Swift Refrigerator 
Transportation Company and Swift Live Stock Transportation Company. N. E. 
Hollis, as just shown, is president of the New England Dressed Meat and Wool 
Company. • 

A balance sheet of the company for 1903, filed in Massachusetts under date of 
April 21, 1904, showed total resources of $5,216,346.65; the surplus at that time was 
stated at $313,598.50. 

Sperry & Barnes Company, of Connecticut^ is a merger of the firm of Sperry & Barnes 
and the Merwin Packing Company. E. H. Barnes, of this company, as already 
shown, was, at the time of his death, a director of Swift & Co., of Illinois. This 
indicates that Sperry & Barnes Company was under the control of Swift interests, 
although distinct from the Illinois corporation of Swift & Co. 

CHICAGO JUNCTION RAILWAYS AND UNION STOCK YARDS COMPANY. 

A. H. Veeder, representing the Swift interests, was for some time a director of 
this company. Swift & Co. has a contract with the stock yards company similar to 
that of the Armours. (See under Armour group, this appendix. ) 

MISCELLANEOUS PLANTS. 

In addition to the list of affiliated corporations above given it is reported, either 
on newspaper authority or on that of agents of the Bureau, that the following con- 
cerns are controlled by Swift interests, although it is denied that Swift & Co. as a 
corporation owns any stock in them: Sturtevant & Haley, of Boston; P. Merwin 
Company, Worcester, Mass.; Springfield Provision Company; White, Pevey & Dex- 
ter Company, Worcester, Mass.; Halstead & Co., New York; C. H. Davis & Co., 
Norwich, Conn.; Bimbler, Van Wagenen & Co., Newark, N. J. 

The list does not, of course, include the various distributing agencies of Swift 
&Co. 



« Butcher's Advocate, March 9, 1904. 
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AHMOXnt & CO. GROUP. 

Armour <fc Co., of Illinois^ the principal corporation of the group of Arraour con- 
cerns, was incorporated April 7, 1900. It has $20,000,000 capital stock, all of which 
is issued; there is no bonded indebtedness. This company owns the large Armour 
packing houses at Chicago, East St. Louis, and South Omaha, and also the large estab- 
lishments for handling of by-products, such as the soap works, glue works, and 
fertilizer plants mentioned below and which are not separately incorporated. The 
other j5acking houses of the Armour interests are owned by or through affiliated 
corporations, as indicated below. The Illinois corporation does business only in 
the States of Illinois and Nebraska. 

The original subscribers to the company's capital stock were only three in number, 
namely: P. D. Arraour, 100,000 shares; J. O. Armour, 50,000 shares; the estate of 
P. D. Armour, jr., 50,000 shares. 

iThe stock of the company at the present time is still very closely held, the stock- 
holders being: J. Ogden Armour, Charles W. Armour, estate of K. B. Armour, estate 
of H. O. Armour, May L. Valentine (formerly Mrs. P. D. Armour, jr.), and the 
trustees of Philip D. Armour and Lester Armour, sons of P. D. Armour, jr., deceased. 

The officers of Armour & Co. are as follows: President, J. Ogden Armour; first 
vice-president, Charles W. Armour; vice-president and treasurer, P. A. Valentine; 
assistant treasurer, Samuel McRoberts; secretary, Charles W. Comes; assistant sec- 
retary, E. A. James. 

The directors are: Charles W. Armour, J. Ogden Armour, Thomas J. Connors, 
Henry P. Darlington, C. M. Favorite, Arthur Meeker, George B. Robbins, and P. A. 
Valentine. 

The statutes of Illinois do not permit an Illinois corporation to hold stock in another \ 
company, and it is officially stated that Armour & Co. hold no such stocks, but that ; 
' * the various affiliated corporations are controlled through ownership of their shares ■ 
by the stockholders of Armour & Co. as individuals, usually in the same proportion 
in which they are stockholders in Armour & Co. of Illinois." A list of the affiliated ' 
corporations so controlled follows: 

COMPANIES WHOLLY OWNED OR CONTROLLED BY ARMOUR & CO. INTERESTS. 

Armour Packing Company ^ a New Jersey corporation, with a capital stock of / 
$7,500,000, is at present practically a branch of Armour & Co., operating its Kansas 
City house. Its stock is held by the same persons and in the same proportions as 
the stock of Armour & Co., of Illinois. At an earlier time the Armour Packing Com- 
pany was to a considerable extent conducted as a separate corporate organization. 
Its stock was held chiefly by the branch of the Armour family residing in Kansas 
City, though in large part by Mr. P. D. Armour and his sons. Prior to the death 
of Mr. P. D. Armour an arrangement was made for establishing a complete com- 
munity of interest between the two companies. 

Armour & Co., of New Jersey, is a corporation with a capital stock of $100,000, | 
which is held by the same persons and in the same proportion as the stock of the 
Illinois corporation. 

The New Jersey corporation was formed for the purpose of transacting certain 
business which the Illinois corporation is not authorized to transact. Armour & 
Co. of New Jersey operates practically all the br^ich houses for the sale of beef and 
other packing-house products supplied by Armour & Co. of Illinois. It also owns 
the Armour packing houses at Sioux City and Fort Worth. For convenience the 
accounts of Armour & Co. of New Jersey are carried on the books of Armour & Co. of 
Illinois. To ascertain the business transactions of the New Jersey corporation it is 
merely necessary t-o take the accounts relating to the branch houses and those 
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relatiii)2: to the Fort Worth and Sioux City packing houses. The company, how- 
ever, is a genuine one, having large actual assets of its own, not a mere paper name. 
It has no separate books, and no profits separate from those appearing in the 
accounts of Armour & Co. of Illinois. 

Armour Car Lines is a New Jersey corporation with a capital stock of $100,000, 
held by the same persons and in the same proportions as the capital stock of Armour 
&Co. of Illinois (except directors* shares). This company owns all the refrigerator 
and other cars formerly operated by Armour & Co. of Illinois and the Armour 
Packing Company. The corporation has not paid to these companies the full pur- 
chase price of these cars and is indebted to them for a large amount. 

Continental Fruit Express (capital stock $1,000,000) is an Illinois corporation. Its 
stock is held by the Armour Car Lines. The company is engaged in fur p^ hing 
refrigerator cars fot^ihe tcansportation of fruit. Its cars are not used for the trans- 
portation of packing-house products. This is true of all fruit cars of Armour & Co., 
nor is fruit transported in cars used for packing-house products. 

Armour Fertilizer Works^ Armour Soap Works^ Armour Glue Works^ Armour Curled 
Hair and Felt Works, and Armour Printing Works, are all trade names merely and do 
not designate separate corporations. The Armour Printing Works is controlled by 
Armour & Co., of New Jersey, and the other departments indicated are part of the 
machinery for conducting the business of Armour & Co., of Illinois. 

In Peimsylvania the local business of Armour & Co., for legal reasons, is carried 
on by a copartnership known as Armour & Co., which is composed of the stock- 
holders of Armour & Co. 

Armour Packing Company, Limited (capital stock $5,000) is a corporation doing 
business in Louisiana, and is engaged in marjteting the products of Armour & Co. 
and the Armour Packing Company. 

STOCK YARDS ^CpMPAiJIES IN WHICH ARMOUR A CO. INTERESTS OWN STOCK. 

Union Stock Yards Company of Omaha: — J. Ogden Armour, May L. Valentine^ and 
the minor children of P. D. Armour, jr., deceased, all as individuals, are stockhold- 
ers in this company, which is a Nebraska corporation organized in December, 1883, 
with a capital stock of $7,500,000 outstanding. The Armour interests are repre- 
sented on the directorate by only two persons: P. A. Valentine and Samuel 
McRoberts. 

Sioux City Stock Yards. — Armour & Co., of New Jersey, hold a small amount of 
stock in this company, and this is the extent of the Armour interests therein. 

National Stock Yards, Fjist St. Louis. — J. Ogden Armour is a stockholder to the 
amount of a small portion of the total capital stock, which he purchased at par for 
cash. P. A. Valentine is a director in this company. 

Fort Worth Stock Yards Company, — Armour & Co., of New Jersey, is the 
holder of a considerable amount of stock in this company. Part of this stock was 
issued by the Fort Worth Stock Yards Company in connection with the establish- 
ment of the Armour plant, and a contract to maintain it for a long period of time. 
A further investment of the Armour interests arose out of the financial difficulties 
of the old Fort Worth Stock Yards Company. J. Ogden Armour, George B. Rob- 
bins, and Samuel McRoberts are the Armour representatives on the board of directors. 

Kansas City Stock Yards Company is a Missouri corporation with $9,000,000 capi- 
tal stock, of which about $8,000,000 is issued, and an authorized bond issue of 
$750,000. The bonds are convertible into stock and a corresponding amount of stock 
is reserved for such conversion. As shown in the text of the report, the Armour 
Packing Company and several members of the Armour family, as individuals, hold a 
considerable amount of stock in this company, but their combined holdings consti- 
tute only a modest fraction of the total issue; and it is authoritatively stated that 
control of the company rests with Boston interests. There have indeed been indi- 
cations of more or less friction between tYieae axvd \>[\ei\«ct%^Nq<$^\feTTv^^ac,kftr8, 
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A representative of Armour & Co. has made the following statement to the Bureau: 

"Some years ago J. Ogden Armour and G. F. Swift, with others, all as individuals 
and in no way on account of any corporation, nor in connection with or because of 
their interest in the packing business, purchased a large tract of real estate in Kan- 
sas City, Mo., suitable as a site for a new union depot necessary and proposed to be 
established in that city; also, a partially constructed bridge across the Missouri 
River and a large tract of land north of Kansas City, the bridge forming a communi- 
cation between the two tracts. 

** While this Clay County land can be adapted to stock-y^-rds purposes, it was not 
bought with this end in view. It can be used as transfer and storage yards and other 
terminal purposes by railroads, and would certainly be in demand therefor if the 
Kansas City property should be selected for a union depot site, or if the growth and 
importance of Kansas City should continue. However, the present yards at Kansas 
City are located upon ground which has become very valuable for manufacturing 
sites and railroad terminals, and the fact that at times the stage of the water in the 
Kaw River is so low as to not carry off the effluvia adequately, has caused objections 
of a sanitary nature to be made to the present location. This is also unsatisfactory 
because of occasional floods in the Kaw River.'* 

** While these facts have induced a discussion of the probability of a change of 
location, at some date in the future, Mr. Armour, Mr. Swift, and their associates have 
at no time had a purpose to establish stock yards in competition with those of the 
present company or to in any way coerce the latter to purchase their lands or to 
make any concessions to them. The Clay County lands are held in the name of 
North Kansas City Development Company, a Missouri corporation." 

ALLIED CONCERNS. 

Chicago Junction Railways and Union Stock Yards Company. — This is a New Jersey 
corporation owning practically all the stock of the Union Stock Yard and Transit 
Company of Chicago. , Mr. P. A. Valentine was formerly a director in the New Jersey 
company, but resigned in February, 1905. Armour & Co. made a fifteen-year con- A^mtJ^ 
tract with the company, dating from 1891, by which they agreed to maintain their 'v^*^ 
Chicago packing house at the present stock yards and not to establish other yards or JftJ/i * 
plants within 200 miles. 

United States Leather Company. — That the Armour interests now have a substantial 
voice in the affairs of the United States Leather Company, as reported in the press, 
is 'sufficiently confirmed by the fact that Mr. P. A. Valentine, of Armour & Co., is 
chairman of the committee which is now undertaking a readjustment of the finances 
of the United States Leather Company. The United States Leather Company, as is 
well known, is a consolidation of a large number of tanneries engaged in the manu- 
facture of sole leather. It has outstanding at this time about $125,000,000 of stock. 
This will be reduced under the new financial plan. 

Armour Grain Company is a New Jersey corporation, capitalized at $1,000,000, con- I 
trolled by Armour interests. It has no direct connection with their packing-house ! 
business. 

Armour Elevator Company is an Illinois corporation, capitalized at $100,000. This J 
company was organized in 1888 and has no direct connection with the packing-house ' 
business of the Armour interests. 

NATIONAL PACKING COMP^lNT GROUP. 

National Packing Company of New Jersey ^ the parent and holding company of this ^ 
group, was incorporated March 18, 1903. An account of its' organization is given in 
the text of this report. The company has $15,000,000 capital stock and no bonded 
indebtedness. 
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The oflficers and directors of the company are as follows: 

Officers: President, S. A. McClean, jr.; vice-president, Edward Tilden; assistant 
secretary and treasurer, Arthur Colby. The position of secretary and treasurer, foi« 
merly held by James D. Standish, has not yet been filled. 

Directors: J. Ogden Armour, P. A. Valentine, Louis F. Swift, Edward F. Swift, 
Edward Morris, Ira N. Morris, Jesse P. Lyman. James D. Standish, Thomas J. Con- 
nors, Edward Tilden, Thomas E. Wilson, Arthur Meeker, L. A. Carton, Samuel A. 
McClean, jr., and K. K. McLaren." 

G. H, Hamjnond Company is a Michigan corporation organized in 1890. It has a 
capital stock of $4,000,000, of which $3,600,000 is outstanding, and a bonded indebt- 
edness of $1,550,000. Prior to 1902 the control of this company was apparently 
exercised by the G. H. Hammond Company (Limited), of England, but in that 
year control was acquired by Armour interests, and the company was subsequently 
turned over to the National Packing Company. The G. H. Hammond Company 
formerly had a large packing establishment at Hammond, Ind. This was burned in 
1903 and was not rebuilt. The company also has an abattoir at South Omaha, but 
the latter was not in operation in 1904. 

Hammond Packing Company of Illinois was incorporated in 1898, apparently a 
subsidiary company of the G. H. Hammond Company. It has a capital stock of 
$1,750,000. It owned an abattoir at St. Joseph, Mo., which was burned in 1903, but 
which has since been rebuilt. 

Other subsidiary Hammond companies. The minor subsidiary Hammond companies, 
given in Table 13, Chapter II of the report proper, appear to be mere distributing 
agencies for the G. H. Hammond Company or the HAmmond Packing Company. 
In addition to the companies given in the list there were a large number of local 
Hammond organizations in various States, several of which have surrendered their 
charters. 

Anglo- American Prorision Company is an Illinois corporation, organized in Decem- 
ber, 1885, with $250,000 capital stock. This was one of the Fowler properties, for- 
merly owned by the English corporation of Fowler Brothere, Limited. It has a 
packing plant at Chicago, which is chiefly devoted to the slaughtering of hogs. 

A agio- American Refrigerator Car Company is an Illinois corporation capitalized at 
$200,000. It was originally one of the Fowler properties, but its assets have been 
turned over to the National Car Line Company. (For that company, see below.) 

Fowler Packing Association is a Kansas corporation capitalized at $700,000. The 
company has a large packing plant at Kansas City. The control of this company was 
purchased by Swift interests in 1902, and later turned over to the National Packing 
Company. 

Kansas City Refrigerator Car Company^ also one of the Fowler properties, was 
incorporated in March, 1885. Its capital stock was originally $80,000. This was 
later increased to $150,000. The company's car property has been acquired by the 
National Car Line Company. 

Omaha Packing Company of Illinois was incorporated in January, 1888, with 
$250,000 capital stock, later increased to $500,000. This company, which was one of 
the Fowler properties, has packing plants at Omaha and Chicago, and also had a 
refrigerator car line. The control of the company was purchased from Fowler 
Brothers, of England, in 1902, by Armour interests, and subsequently sold to the 
National Packing Company. The Refrigerator Car Line property was acquired by 
the National Car Line Company. 

St. Louis Dressed Beef and Pi'o^ision Company is a Missouri corporation, organized 
in 1891, with $100,000 capital stock, which by later increases was brought up to 
$1,250,000. The company is now controlled by the National Packing Company. 

« See p. 27. 
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United Dressed Beef Company is a New York corporation, organized in 1896. Its 
capital stock is $300,000. This company was originally acquired by Morris interests 
and later transferred to the National Packing Company. The company has a pack- 
ing plant at New York City. 

Conthiental Packing Company is an Illinois corporation, organized in 1894, with 
$500,000 capital stock. This company appears to have been acquired somewhat 
later than the other properties already mentioned. The price paid was reported in 
the press at more than $1,000,000. The company has a hog-packing plant at Chicago. 

National Car Line Company of New Jersey appears to have been specially created by 
National Packing Company interests to operate its various car-line services, with the 
exception of the Provision Dealers' Dispatch. The company owns the cars formerly 
operated by the Anglo-American Refrigerator Car Company, Kansas City Refriger- 
ator Car Company, Hammond Refrigerator Line, Omaha Packing Company, and the 
St. Louis Dressed Beef Refrigerator Car Company. 

Provision Dealers^ Dispatch is an Illinois corporation, organized in 1892, with $500,000 
capital stock, of which $390,800 is issued. The company operates cars marked 
** Chicago Packing and Provision Company," ** Continental Packing Company," 
''International Packing Company," and ** Atlantic Dairy Express." The exact 
relationship between this company and the National Packing Company is not alto- 
gether clear, but the report of the Provision Dealers* Dispatch to Wisconsin was 
transmitted on paper of the legal department of the National Packing Company, 
and its officers and directors in 1904 include several representatives of the National 
Packing Company, as will be seen from the following: 

Officers, 1904: President, J. P. Lyman; vice-president, Edward Tilden; treasurer, 
J. D. Standish; secretary, William G. Finn; general manager, F. A. Spink. 

Directors, 1904: John C. Hately, J. P. Lyman, E. A. Potter, George B. Robbins 
(of Armour & Co. ), Edward Tilden (of Libby, McNeill & Libby ), A. S. White, Thomas 
E. Wilson (financial representative of Nelson Morris & Co.). 

International PacJdng Company was an Illinois corporation organized in 1896 as a 
reorganization of a company formed in 1892. The company was very unsuccessful and 
in 1904 a receiver was appointed. The same interests which control the National 
Packing Company are the chief bondholders of this concern. The assets consist of 
land and buildings in the stock yards district, said to be worth $700,000. « Since 
November, 1903, the Chicago plant of the company had been operated for hog 
packing only under lease by H. Boore & Co. 

Ruddy Brothers.— The Ruddy interests appear to have been operated by a copart- 
nership, although there was an Illinois corporation known as The Ruddy Brothers 
Company, capitalized at $100,000. This company is controlled by the same inter- 
ests as the National Packing Company. 

German- American Provision Company and the Hutchinson Packing Company. — Both 
these corporations are apparently owned by the National Packing Company. The 
personnel of both companies include representatives of the National Packing Company 
and of Armour & Co. 

MOBBIS & CO. GBOUP. 

A brief description of the principal Morris concerns is included in the statement of 
Mr. Edward Morris, attached to this report, and only the following data on stock- 
yards companies need be given here: 

St. Louis National Stock Yards. — This company is an Illinois corporation, with 
$1,250,000 capital stock and $2,500,000 4 per cent .bonds. It operates a large stock 
yard plant at East St. Louis, 111. The officers and directors are as follows: 

Officers: President, Edward Morris; vice-president and secretary and treasurer, 
C. G. Knox; general counsel, Albert H. and Henry Veeder; general manager and 
superintendent, C. T. Jones. 



^Chicago dispatch in Journal of CommeTce, "SAaTeYil^^V^^^^* 
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Directors: Nelson Morris, S. W. Tilden, S. W. AUerton, Edward Morris, A. H. 
Veeder, L. F. Swift, C. G. Knox, Ira Morris, L. H. Heyman, P. A. Valentine, and 
E. F. Swift. 

St. Joseph Stock Yards Company. — This is a Missouri corporation, with $1,650,000 
capital stock and $1,200,000 bonds. It operates a stock yard at South St. Joseph, 
Mo. Mr. Edward Morris is a director, and the Morris family hold a certain amount 
of stock in this company. 

CXTDAHT PACKING COMPANT OBOTJP. 

Cudahy Packing Company of Illinou is the principal company in the Cudahy group. 
This company was incorporated in 1887 as the Armour-Cudahy Packing Ck)mi)any. 
The name was changed in December, 1890, to Cudahy Packing CJompany, the Armour 
interests in the original corporation having at that time been acquired by the Cudahy 
family. The Cudahy Packing Company is capitalized at $7,000,000, of which 
$2,000,000 is 6 per cent cumulative preferred stock and $5,000,000 common stock. 
The Cudahy Packing Company directly owns the Cudahy packing houses at South 
Omaha, Nebr. ; Sioux City, Iowa; Kansas City, Kans., and Los Angeles, Cal. These 
are the only manufacturing plants of the company. 

The oflScers of the Cudahy Packing Company are: Preside,nt and treasurer, Michael 
Cudahy; vice-president and general manager, E. A. Cudahy; secretary, A. F. 
Borcherdt. 

The directors are the same as the oflScers. 

Cudahy car lines is not a separate corporation, but is the name used to designate 
private car services of the Cudahy Packing Company. These include the Cudahy 
Refrigerator Line and Cudahy Oil Tank Line. This car service is entirely distinct 
from the Cudahy Milwaukee Refrigerator Line owned by the Cudahy Brothers Com- 
pany of Wisconsin. 

Cudahy Packing Company of Louisiana (Limited) is a Louisiana corporation with 
$10,000 capital stock, organized for purposes of legal convenience to act as the selling 
agency of the Cudahy Packing Company of Illinois in Louisiana. Its stock is owned 
by members of the Cudahy family as individuals, and not by the parent company, 
and therefore its profits are not included in those of the latter company. 

Cudahy Packing Company, of Alabama, is a $10,000 corporation, organized to trans- 
act business in the States of Alabama and Virginia in the same way and for the same 
reasons as just given in the case of the Cudahy Packing Company, of Louisiana, 
Limited. This stock is owned by the same persons in the same proportions. 

Sioux City Stock Yards Company. — The Cudahy Packing Company owns 2,500 shares 
of the preferred stock of this company, which was issued to the company at the time 
that its packing house was erected at Sioux City. Mr. M. Cudahy owns one share 
of the common stock of the Sioux City Stock Yards Company. 

The only other corporation in which the Cudahy Packing Company owns stock 
is John P. Squire & Co., of which stock it holds $648.49, this being taken, it is 
stated by a representative of the Cudahy Packing Company, in settlement of an 
account. 

Mr. Michael Cudahy and Mr. E. A. Cudahy each own 50 shares in the Cudahy 
Brothers' Company, of Wisconsin, but it is stated by a representative of the Cudahy 
Packing Company that that concern exercises no control over the Cudahy Brothers' 
Company and that the two corporations are wholly distinct. 

SCHWAKZSCHILD & SULZBERGER COMPANT GROUP. 

Schwarzschild & Sulzberger Company, of New York, was incorporated January 28, 
1893, with $5,000,000 authorized capital stock, of which there has been issued 
$4,373,400; the company has no bonded indebtedness. In April, 1902, an issue of 
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$5,000,000 7 per cent preferred stock was authorized, raising the total authorized 
capital to $10,000,000, but the actual issuance of this preferred stock has been delayed 
by litigation. 

The company has packing houses at New York, N. Y., Chicago, 111., and Kansas 1 
City, Kans. In addition it has a large number of wholesale distributing agencies 
throughout the United States. As shown below, the company or affiliated interests / 
operate private car services. 

The officers of the company are: President and treasurer, Ferdinand Sulzbei^er; 
vice-president and secretary, Samuel Weil; vice-presidents, Frederick Joseph and 
Max J. Sulzberger. 

The directors of the company are: Max J. Sulzberger, Ferdinand Sulzberger, 
Jesse N. Sulzberger, S. Weil, Sigmund Grabenheimer, Nathan Grabenheimer, and 
F. Joseph. 

Schwarzschild cl* Sulzberger Beef and Provision Company is a Missouri corporation, 
organized in June, 1902, with a capital stock of $10,000. This company is used to 
operate all of the properties of the Schwarzschild & Sulzberger Company located in 
the State of Missouri. 

Schwarzschild dc Sulzberger Company^ of Newark, N. /., was incorporated in Febru- 
ary, 1904, with $100,000 capital stock. This company was organized for legal reasons 
to handle the branch house business of the parent company in New Jersey. The 
officers and directors are largely the same as in the case of the New York company. 

Schwarzschild ds Sulzberger Beef Company , of Alabama, was organized in April, 1903, 
with $5,000 capital stock to operate the branch houses of the Schwarzschild & Sulz- 
berger interests in the State of Alabama, in the same manner as the New Jersey cor- 
poration does in the State of New Jersey. 

Schwarzschild cfc Sulzberger Beef Company, of Ohio, was incorporated in February, 1899, 
with a capital stock of $5,000. Its objects are similar to those of the Alabama and 
New Jersey corporations just described, the company operating the branch houses of 
the Schwarzschild & Sulzberger interests in the State of Ohio. 

Cold Blast Transportation Company is a Maine corporation with $750,000 capital 
stock, of which $250,700 is issued. This company operates the private refrigerator A 
cars of the Schwarzschild & Sulzberger interests. Mr. Max J. Sulzberger testified 
before the Interstate Commerce Commission in 1904 that the Cold Blast Transporta- 
tion Company owned about 1,000 refrigerator cars. 

Ixickawanna Live Stock Company is an Illinois corporation with a capital stock of 
$600,000. This company was organized to transport cattle from western markets to ^ 
the New York house. _ 

It is authoritatively stated that all the stock of these subsidiary corporations is 
own«d by, or in behalf of, the Schwarzschild & Sulzberger Company, of New York. 

Schtuarzschild & Sulzberger Glue Company. — This is a Kansas City concern, in which \ 
the Schwarzschild & Sulzberger Company has a controlling interest. 

II. STATEMENT OF ME. EDWAED F. SWIFT, FEBEUAEY 1, 1905. 

The unusually high prices of beef in 1902 were due to the high price of com and 
the diminished supply of cattle marketed, as statistics will show, as well as to the 
good demand which prevailed at that time, owing to generally prosperous times 
throughout the United States and also good European demand for meat stuffs 
of all kinds. I believe that the consumption of beef for several years had tended to 
increase more rapidly than the population, though I have not looked up statistics to 
prove this definitely. The average live weight of cattle killed during the summer of 
1902 was from 5 to 10 per cent less than the average weight of previous seasons. 
The native cattle lacked both weigj^t and finish. While I am not in a i^oaltlorL ts^ 
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answer definitely, I believe that on account of the droughty conditions during the 
fall of 1901 the corn used during the feeding season of 1902 must have been very 
irregular in quality. 

The advance in the price of beef during 1902 was proportional to the advance in 
the price of cattle, and not more than proportional. It is expected that when the 
price of cattle goes up by, say, 2 cents a pound, the price of beef will advance by more 
than 2 cents per pound, because there is such a percentage of waste in the cattle that 
the dressed cost of the beef has to make allowance for that waste. I should say 
that the price of beef should advance by at least the same percentage as the price of 
live cattle advances. » 

In the fall of 1902 and the early winter months of 1903 there was a rapid fall in 
the price of cattle. The primary cause of this fall was the increased receipts of cattle. 
The receipts on the Chicago market during six months of the fall and winter of 
1901-2 were 1,518,020. During the same six months of 1903-4 the receipts were 
1,744,280. 

There was an inclination on the part of cattle feeders to market their cattle, caused 
somewhat by the uncertainty of the feeding value of the corn that year, a great deal 
of the corn being soft and not fully matured. Not only was a largely increased num- 
ber of cattle marketed during the latter part of 1902 and the early part of 1903, but 
the cattle averaged considerably more in live and dressed w^eight, which in the aggre- 
gate gave a much larger amount of product to be disposed of. While the com crop 
of 1901 was short, making high prices, the corn crop of 1902 was large, and the prices 
during the winter and during the spring of 1903 much lower than the previous year. 
I am satisfied that the calling in of loans on cattle affected the number of cattle 
which came to the market during 1903. In times of depression in any branch of 
business the bankers get very conservative, and reduce the amount of money loaned 
on that particular branch of business, preferring to use their funds in some branch 
that for the time being seems to be on a better foundation. 

My information as to the calling in of loans comes from bankers, commission 
tirniH, and individuals. I would estimate that about 25 per cent of cattle feeders in 
the West borrow money to carry their cattle, but this is strictly an estimate, and I 
have no figures on the subject. While perhaps a larger' per cent of those who are 
strictly cattle feeders and not farmers borrow money, it appears to me that there are 
a great many farmers feeding 10, 20, or 30 cattle per year who do not borrow 
money, and the aggregate number of cattle fed by these farmers is, I think, larger 
than the aggregate niiniber fed by the large cattle feeders. I distinguish between 
the cattle feeder and the fanner, the cattle feeder strictly being one w^ho buys both 
his cattle and his grain, while the farmer raises his own grain and very often raises 
his own cattle. I think, as a general rule, the cattle feeder proper rents his tand. 
An acre of land would furnish suflScient feed yards for a hundred cattle, probably, 
during the winter months, when most of the grain-fed cattle are produced. During 
the snnuner months, when the cattle are on grass, the area required is much greater, 
ranging all the way from one acre to take c^re of a steer to 30 acres in Texas or other 
half-arid lands. 

I think that the cattle- feeding business will compare with any other line of busi- 
ness in regard to profit; that people who understand the business thoroughly and 
have kept steadily at it have made a fair average return; but I consider that where 
the cattle feeders have owned land and raised their own crops, in nearly all cases 
where ordinary business judgment was used the results have compared favorably 
with those of any other line of business. The cattle- feeding business in its narrower 
sense is not so conservative a business as that of farming, for the reason that a great 
many cattle feeders can employ their time and their feed yards during only about 
six months of the year, and it is my experience that in any business which is not 
continuous you do not get as good tesuWa aa m ^\iws\wQisjs. iVvat la running continually. 
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I consider the elements of chance in the strictly cattle-feeding business as rather 
great. The country is so large that it is hard to know the number of cattle which 
are going on feed in different parts, and it is hard to fortify one's self against an 
advance in the price of grain after having bought the cattle. 

There seemed to be an active demand for feeders late in the fall of 1902 and early 
in 1903, the prices of feeders being in line, I should say, with a healthy demand. 
The price of com increasing as the year 1903 wore on, caused more shipments to 
market and less demand for feeders, hence decline in price. 

My opinion is that the demand for beef during the fall of 1903 and the winter of 
1904 was on a more healthy basis than during the same months a year earlier. The 
final consumption of any product is what creates the demand for it. If there is an 
unusual consumption of product in a certain territory, it is shown in the increased 
demand, which would be reflected in the live-stock markets supplying that particu- 
lar district, which might, of course, be supplied either from the territory immediately 
surrounding or from a distance. If there should be a shortage in the local supply of 
live stock, it would cause an increased demand in the western markets. I can give 
a particular illustration of this in the sheep and lamb business. There is at present 
a smaller supply of sheep and lambs in the eastern territory than during other years, 
which forces eastern buyers to come to Chicago and other western markets to buy a 
much larger percentage of the receipts there than they have done in previous years, 
thus causing very high prices for sheep and lambs at western markets at the present 
time. A similar illustration would apply in any branch of the live-stock business. 

In general the prices of the different classes of cattle — such, for example, as export 
(tattle, the higher grade of dressed beef cattle, the lower grade of dressed beef cattle, 
inclu(Jing western steers, etc., and cutter and canner cattle — run parallel, but at the 
same time there are many exceptions. When the proportion of one class of stock is 
in excess of the ordinary proportion, the effect is generally felt in the price of that 
particular class. For instance, heavy cattle have been for a month past at what I 
would call an undue premium above the lighter weight cattle, owing to the fact that 
a smaller percentage than usual of the total receipts are heavy cattle. This is very 
often the case at this time of the year. After the cattle for Christmas trade are 
marketed there seems to be a shortage of heavy cattle. On the other hand. May 
and June very often see an excess supply of heavy cattle, and a relative reduction of 
prices as compared with the price of the lighter weight cattle. These fluctuations 
in relative prices are always caused by an excess percentage or a decreased percent- 
age of any particular class of cattle coming to market. 

The marketing of western range cattle in the fall generally affects the price of the 
highest grade of native cattle very little, but these western cattle come in direct com- 
petition with the medium and low grade natives, thereby making an excess supply 
of one kind of cattle. I think that cattle feeders and persons raising native cattle, 
especially those having light and medium grades, endeavor to avoid marketing their 
cattle at that season of the year in order to escape that competition. My recollection 
is, however, that during the fall of 1903, when prices were low, the receipts of light 
native cattle were large, possibly in a great degree on account of local influences. 

The relation between the prices of canner cattle and those of dressed beef cattle is 
a rather hard matter to determine. An excess supply of any grade of cattle, however, 
affects the price of the other grades to some extent. In case of large supplies of what 
are generally termed canner cattle, it is quit e possible that some of them would be. 
good enough to be u sed for dressed be^L While any locality j^ generally speaking, 
consumes only so mucIT product of a given kind at what may be considered normal 
prices, yet, of course, by lowering the price, in a great many sections of the country 
and notably in the larger cities, an abnormal supply of product can be disposed of. 
The demand for canning cattle has -been considerably restricted during the last few 
years on account of Germany restricting the importatioiv ol caxvivfc^ x£i<e^\& \\Asi'<5csa^ 
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country. I am quite free to say that with an improved demand and a broader outlet 

for canned meats, the effect on the price of the better grade of cattle would be quite 

considerable, and to the benefit of the producer and feeder. 

If, during a certain year, Europe requires a certain amount of canned meat^for 
illustration you might say 3,000,000 pounds, 20,000,000 pounds, or 50,000,000 pounds 
— and the following year they should require double the quantity, it would neces- 
sarily take more beef to supply this increased requirement, which would necessarily 
reduce the amount of product for the domestic supply and increase the price of all 
the different grades of meat. Possibly the best illustration of restriction in the 
demand for canned meats may be taken from the exports to Germany. On June 1, 
1900, a law was passed in Germany restricting the importation of American canned 
meats. This law became effective October 1, 1900. In the year 1900, 812,200 cases 
of canned meat were exported from the United States, and in the following years 
up to date the exportation, I think, has not been more than 10 per cent of this 
amount in any year, and in some years not nearly that much. I can give only an 
estimate, but I should say that probably from 40 to 45 per cent of the canned goods 
produced by the western packers are exported. 

The South American, Canadian, and Australian competition is becoming a larger 
factor in the packing business each year. The meats from these countries do not 
come to the United States, but they do go to the principal foreign market that the 
United States has, namely, England. For the period since 1902 the beef supplies 
sent from South America to England have grown very considerably and taken the 
place to a large extent that was formerly occupied by American meats. Figures 
have been shown to me by which it appears that for the ye^r 1903 Argentinashipped 
to England an amount of beef almost equal to 50 per cent in weight of that shipped 
from this country. This means a threefold increase in their volume since 180&, and 
means a displacement of practically the same amount of meat which ordinarily would 
be shipped from this country. 

I think there has been some improvement in the cattle market during the latter 
half of 1904, and that corn-fed cattle at the present time are bringing fair prices as 
compared with the cost of the live stock and the grain fed them. On the basis of the 
prices of the best grade of cattle at the present time, I think some very large profits 
are being made by cattle feeders who produce such cattle. 

The market for range cattle during the fall of 1904 was a very irregular one, owing 
to the strike, (lenerally speaking, the prices were rather low, the tw^o reasons for 
which were the strike conditions and the fact that the cattle in the northwestern 
States were not as fat as usual. 

It is impossible to offer more than a guess as to the outlook for cattle and beef 
prices in the future, as to the number of cattle that will be raised, or the prices they 
will bring. The general prosperity of our country, as controlled by crop and finan- 
cial conditions, will to a very great extent influence the raising of cattle and the 
price of beef. I believe that the corn-producing area of the country is pretty well 
developed, and that there is not very much more land that can be made available 
for corn raising, and that unless some substitute is found for corn the population of 
the United States will increase faster than the beef and corn supply. I believe 
land values will be higher in the future and that the prices of cattle are also apt to 
advance. 

With regard to the possibility of control by the large packers over the price of beef 
cattle and of beef, I should say that even if you assume, for the sake of argument, that 
the Armour, Swift, Morris, Schwarzschild & Sulzberger, Cudahy, and National pack- 
ing companies were acting as a combination, these six packers would kill considerably 
less than 50 per cent of the total number of cattle killed in the country. Although 
statistics might show that these large companies killed more than 50 per cent of the 
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stock coming to the large western packing centers, there are a great many medium- 
sized markets, like Buffalo, Cleveland, Pittsburg, Indianapolis, etc., where the large 
companies slaughter no live stock, and in a great many of the medium-sized and 
small-sized towns in the United States there are local slaughterers who each do some 
slaughtering of cattle. These taken in the aggregate, I think, would amount to more 
than 50 per cent of the entire slaughtering of thQ United States. 

From figures I have seen, the number of cattle slaughtered in this country for the 
year 1899 is estimated at 14,142,000. 

The number of cattle slaughtered by the six large packing concerns for the year 
ending December 31, 1903, is estimated at 5,458,000. 

Again, even if these large packers were acting in harmony, they would not be able 
to control prices to any considerable extent, for the reason that there are a sufficient 
number of other individuals, companies, or corporations in the business who would 
increase the volume of their business the minute abnormal profits appeared. There- 
fore they would gradually take away the business from the larger packers, should 
the latter attempt to buy their cattle unreasonably low or sell their beef unreasonably 
high. 

Generally speaking, I should say that New England receives a very large propor- 
tion of dressed beef from the western packing centers, and the farther west you come 
the smaller the proportion supplied by the western packers. Possibly the proportion 
decreases from about 65 per cent in New England to 10 per cent in a great many 
points in Iowa, Nebraska, Texas, Colorado, and Montana. Possibly the western 
packers supply 40 per cent of the beef consumed in the Southern States. When I 
speak of the proportion of the beef supply furnished by the western packers, I include 
the consumption not merely of the towns, but of the rural districts. I think to a 
considerable extent the rural districts use western dressed beef in some parts of the 
country. The refrigerated beef is preferred by a great many, and in many rural dis- 
tricts they do not refrigerate beef, being without refrigerators. 

With regard to the ability of a local butcher to compete in the sale of beef locally 
with the western packing companies, it appears to me that the saving effected by 
Swift & Co. in the method they handle their business, as against the method pur- 
sued by the country butcher, is enough, so that should the country butcher make the 
same saving it would afford him a fair profit. I think the most progressive country 
butchers can continue to compete with the western packers, since there is some local 
preference in certain sections for home-slaughtered beef, either on account of pref- 
erence for beef freshly slaughtered or as a matter of sentiment in supporting home 
industries. Where the local butcher can obtain his supply of cattle from the imme- 
diate vicinity, it is to his advantage in competing with the western packers, because 
of the saving of the freight rate which he makes. There is a material difference at 
different seasons of the year with respect to the proportion of the beef supplied by 
the western packers in smaller towns of the Middle West and Eastern States. It is 
my opinion that during the late summer and fall a larger number of cattle are killed 
locally at small places throughout the United States than is true at other periods of 
the year, there being a larger and more suitable supply of cattle to be obtained 
locally by the butchers. 

I think the western packers have no advantage in cost of production over the 
smaller packers in cities like Pittsburg, Cleveland, Buffalo, Indianapolis, Philadel- 
phia, New York, and Boston, and no doubt in many other places, the packers in 
these places having all modern appliances for the full utilization of all by-products. 
Of course the country slaughterer who kills only fifteen or twenty cattle per week can 
Hot go to the expense of buying costly machinery and appliances for the best utiliza- 
tion of by-products. Moreover, in case the packers attempted to secure an excessive 
margin of profit, there are no hindrances in the way of the establishment of effective 

H. Doc. 382, 58-3 22 
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competing concerns in the dressed beef and shipping business at western packing 
centers. It is not necessary for a competing concern to establish plants in more than 
one packing center in order to maintain itself in a profitable business. A great 
many concerns could be named that have packing plants in only one place. 1 might 
cite the Pittsburg Provision Company, Pittsburg, Pa. ; the Cleveland Provision Com- 
pany, Cleveland, Ohio; Kingan & Co., Indianapolis, Ind. ; Sinclair & Co., Cedar 
Rapids, Iowa; Agar Packing Company, Des Moines, Iowa. 

OWNERSHIP OF STOCK YARDS BY PACKING COMPANIES AND ITS EFFECTS. 

The present ownership of shares in stock-yard companies by large packing com- 
panies or their oflScers has no effect whatever upon the beef industry. The fact of 
the packers owning stock makes it no different than would be the case if the stock 
raisers or any other class of investors owned the shares of the stock-yards companies. 
Even supposing the packers controlled all the stock yards in these western packing 
centers, and were working in harmony, such control would not, in my opinion, have 
any effect whatever on the stock raiser or on the prices of cattle. It is an investment 
proposition. There is no advantage accruing to the packers in owning the stock of 
the stock-yards companies, and they would not care to own it any longer than it paid 
fair dividends on the investment. The packers could not by controlling stock yards 
exclude other persons from buying cattle or place them under any difficulties in 
buying and slaughtering cattle. Every stock yard I know anything about is a free 
and open market, and you have the same privilege as any packer. 

In fact, at every stock yard I know anything about the buying interests are repre- 
sented by the large packers, by the small local packers who do slaughtering in the 
immediate vicinity, and by the buyers from all over the United States that buy live 
stock and ship them alive to places like Buffalo, Cleveland, Pittsburg, Wheeling, 
New York City, Boston, and a great many smaller cities. A list of these shipments 
could be obtained by taking the weekly or daily summary in the Chicago Drovers' 
Journal and in the live-stock papers published at other markets. There are also 
large amounts of live stock bou«:ht for exportation to other countries. As a matter 
of fact, I do not tliink that, taken as a whole, the packers hold the majority of stock 
of the leading stock-yard companies in the United States. They hold no stock in 
the Chicago stock yards, so far as I know, very little in the Omaha stock yards or 
the Kansas City stock yards, and none in any stock-yard company east of Chicago 
and St. Louis, so far as I know — such as the stock yards at Louisville, Indianapolis, 
Buffalo, Cleveland, and Pittsburg; nor do they own stock in any stock yard west of 
the Missouri River, such as those at Denver, Pueblo, etc. 

Swift & Co. have over 6,000 stockholders, the average holdings of each being about 
60 shares. No officer or director of Armour & Co., Morris & Co., The Schwarzs- 
child & Sulzberger Company, or the Cudahy Packing Company is a stockholder in 
Swift & Co. 

The capital stock of Swift & Co. is $35,000,000, authorized and issued, fully paid 
for at $100 per share. The company has $5,000,000 of bonds, the proceeds of which 
were paid into the corporation in cash at par. The following statement shows the 
amount of capital stock and bonds, earnings, and dividends for the twelve months 
ending October 1, 1904, and the twelve months ending September 29, 1903. 

Tw^elve months ending October 1, 1904: 

Capital stock $35, 000, 000. 00 

Bonds 5, 000, 000. 00 

Earnings 3, 850, 000. 00 

Dividends 2,100,000.00 



# 
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From the earnings, $3,850,000, the dividends , amounting to $2,100,000, were paid. 

Twelve months ending September 29, 1903: 

Capital stock $25,000,000.00 

Bonds 5, 000, 000. 00 

Earnings 3, 000, 000. 00 

Dividends 1,750,000.00 

From the earnings, $3,000,000, the dividends, amounting to $1,750,000, were paid. 
Average of total sales per year for the two years, $210,465,711. 

The shares of stock of Swift & Co. have always been paid for in cash at the par 
value at the rate of $100 per share. From time to time, when increased capital was 
contemplated for use in enlarging and facilitating the business, the stockholders 
were given an opportunity to subscribe for their pro rata amount of stock, and there 
never has been any of Swift & Co.'s stock issued except on payment of $100 per 
share, and the full capitalization of $35,000,000 is now issued and paid for. When 
the company has acquired the securities of other companies, as, for example, when 
the stock of Swift & Co., of Maine, was recently purchased, the properties were 
bought for ciish. 

The figure of about $14,800,000, appearing in the balance sheet of 1904 as repre- 
senting the value of real estate, horses, wagons, and harness, covers our investment 
in packing-house plants. The further sum of $7,652,519, given as an asset under the 
heading "Investments, including branch houses,*' does not represent any of the 
stocks or bonds owned by this company, such stocks and bonds l)eing wholly .covered 
by the next item in the balance sheet. The fact that the stock of the company is 
greater than the tangible value of its plants and operating properties, plus the invest- 
ment which it has in stocks and bonds, is due to the necessity of having a large 
running capital, because all live stock is bought for cash, and the product has to be 
carried for a greater or less length of time and sold upon credit, thus requiring addi- 
tional capital to carry on the business. 

The Swift Refrigerator Transportation Company has 5,473 cars, and the Swift Live 
Stock Transportation Company 404 cars. 

in. STATEMENT OF ME. J. OGDEN AEMOUE, FEBEUAET 2, 1905. 

With regard to the relation of packing companies to stock-yards companies, it is a' 
fact that some of the stockholders of Armour & Co., as individuals, have interest 
in the stock yards at Omaha, Kansas City, Fort Worth, St. Louis, and Sioux City, 
but in no case are their holdings sufficient to constitute a controlling interest. Some 
of the other leading packers are also individually interested in stock-yard companies 
at some of the western packing points. I believe that none of the packers have any 
interest in the stock yards located at Chicago, and but a very small interest in the 
yards at Kansas City, which are the two largest in the country. 
' The fact of the packers holding interest in stock-yard companies does not exer- 
cise any influence on the price of cattle, or on competition in the packing business, 
or in the purchase of cattle. All the stock yards are entirely open markets, in 
which any and everybody may buy or sell. Shippers are free to ship their live 
stock to whatever market is most convenient, or where they think they will realize 
the best prices, so it is evident that if the packers attempted to manipulate condi- 
tions at any one or more stock yards, so as to make prices lower than they would 
normally be, receipts of live stock would immediately fall off, and the packers would 
be left with no stock with which to run their establishments. 
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In reference to the interests of Armour & Co., and its stockholders in other cor- 
poiAtions> Mr. Krauthoff has already furnished a list of the affiliated corporations of 
Armour & Co., which include the Armour Packing Company of New Jersey, Armour 
& Co. of New Jersey, the Armour Car Lines, the Continental Fruit Express, the 
Armour Packing Company of Illinois, and one or two minor concerns in which the 
name Armour appears. Leaving aside the question of ownership in the National 
Packing Company, neither I nor the estate of P. D. Armour have any interest in 
any other concern than those mentioned, engaged in any way in the packing busi- 
ness, except that I hold a small amount of stock in the Western Packing Company 
which was acquired long ago. In particular I have no interest in the Swift, Morris, 
Cudahy, or Schwarzschild & Sulzberger companies. 

In regard to the question of the methods of packers in competing with other 
concerns in the sale of beef I will say that Armour & Co. do not make it a practice 
to sell meat products at less than cost in particular markets or sections for the pur- 
pose of killing competition. On account of local conditions we have frequently been 
obliged to sell meat products at a loss in certain sections for certain periods of time 
in order to keep our branch houses running. There are, for instance, certain markets 
in Ohio which, during part of the year, are supplied largely with local cattle grown 
in the neighborhood. Of necessity the prices at that time are not good, and the 
volume of our business is cut down. We nevertheless continue to sell some beef, 
because we have our investment there and a staff of men, so that the expense goes 
on constantly, and because we have a certain line of trade which we must keep on 
our books. We can not close up one month and open the following month with any 
success. The practice of selling at less than cost has not been pursued in any case 
with a view to obtaining a virtual monopoly of the supply of any meat product, nor 
has it in any case resulted in securing to this company any such monopoly in any 
part of the country. 

It is a fact that the buyers of Armour & Co. obtain from our buyers at other pack- 
ing points information with regard to reshipments of cattle to Chicago and the prices 
which have been bid for such cattle at the point from which they are reshipped. 
We do not discriminate against such cattle in making purchases. We do not care 
from whom we buy and do not aim to pursue so-called speculators or persons who 
reship cattle. Our object in obtaining information regarding reshipped cattle is to 
help us to buy our cattle so far as possible on the cheapest market. In this manner 
we ascertain whether the markets are in line with one another. Information is 
exchanged between our buyers as to the best price bid in the market from which the 
cattle were shipped and the actual selling price in the market to which they go in 
order that the buyers may be familiar with the relative values in the various markets. 

In my opinion, the Armour, Swift, Morris, Schwarzschild and Sulzberger, Cudahy 
Packing, and the National Packing Companies will together slaughter probably 
between 40 and 50 per cent of the total slaughtering of cattle in the United States. 
There is, however, no precise information regarding cattle killed locally, nor do 1 
know precisely what proportion of the cattle concerning which there is a record is 
killed by these six packers. In all parts of the country there is a large amount of 
beef locally slaughtered. In New York and the New England States this beef con- 
sists largely of dairy cows. This section of country is becoming more and more a 
dairy country, and the cows are slaughtered ultimately for beef. The male calves 
are mostly slaughtered for veal, so that the number of steers raised is not large. The 
proportion of beef which is supplied by the western packers is less in cities such as 
Pittsburg, Cleveland, Buffalo, Detroit, and the like, than in New York and New 
England. In agricultural States like Ohio, Indiana, and Michigan, a great va&^y 
cattle are raised and slaughtered locally so that western packers do a smaller propor- 
tion of business. In the Southern States the western packers as yet supply a very 
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small proportion of the beef consumed, but the people there are learning to appreci- 
ate the western dressed beef and the trade is growing. 

In the Middle West, the territory more or less encircled by the large packing cen- 
ters, which is wholly an agricultural and largely a cattle-feeding district, cattle are so 
easily obtained locally that a certain proportion of the retail butchers buy cattle 
practically at their back doors, and prefer to slaughter them rather than to buy 
refrigerated beef. 

The ability of wholesale butchers in the small towns to compete with the large 
packers in the sale of beef depends entirely upon conditions. At times such butchers 
can buy cattle so cheap that the large packers are almost excluded from doing business 
in their towns. When such a butcher has to buv his cattle in the same market that 
the large packers do we are able, through our economies in manufacture and through 
making articles of value out of what would go to waste in his establishment, to sell to 
the retailers at a lower price than the local wholesale butcher can do. In some 
places, however, there is a prejudice in favor of locally slaughtered beef, and the 
local concerns get higher prices than the western packers. 

There are, moreover, a number of important concerns in the large eastern cities 
which buy cattle at western packing points in competition with the packers there, 
transporting them alive and selling them in these eastern cities. A record of the 
weekly purchases of these concerns appears in the Chicago Drovers' Journal and 
in similar periodicals published at other packing centers. The most important local 
concerns of this character are situated at Boston, New York, Philadelphia, Baltimore, 
and Pittsburg. I think that these concerns usually sell their beef at a higher price 
than the western packers on account of the prejudice which some people still have 
against western beef. 

Passing to the relation between the prices of cattle and the prices of beef, I would 
attribute the unusually high price of beef during 1902 largely to the failure of the 
com crop in the previous year. This brought about unusually light receipts of 
cattle and consequently higher prices. I do not think that the price of beef 
advanced more than proportionally to the advance in the price of cattle. Speaking 
from memory, I would say that the cattle coming to market in 1902 were lighter in 
weight and poorer in quality than the average of previous years. I believe that they 
averaged about 50 pounds lighter in weight than usual, so there was a greater reduc- 
tion in the supply of beef than the number of head of cattle would indicate. 

The decrease in the price of cattle during 1903 is attributable chiefly to the increased 
receipts as shown by the records of the various stock yards. The extraordinary 
advance in the prices of cattle during 1902, and the enormous profits made by cattle- 
men in that year, overstimulated the industry and led to the feeding of great num- 
bers of cattle. I do not know whether the calling of loans on cattle by the banks 
and loan companies had any influence upon the receipts. It is true that the price 
of com was relatively high during 1903, but this does not always tend to make the 
price of cattle high. In fact when com is high it usually pays the farmer better to 
sell his corn and ship his cattle immediately rather than to feed them the usual 
length of time. I do not know whether the quality of the cattle coming upon the 
market was higher or lower than the usual standard of corn-fed cattle, but this 
would appear from the dressing results shown by our books. 

I do not know whether feeders of cattle in general made ^ profit or loss during 
1903. In case the cattle business was unusually unprofitable during that year the 
fact might be attributed to the high prices paid for feeders, based upon the inflated 
cattle values of 1902, and the high price of feed. I presume that many cattlemen 
bought feeders upon the basis of the prices of 1902. There are good years and bad 
years in the cattle-feeding business, but on the average it is a profltable business. I 
do not consider cattle feeding as conservative as ordinary farming, but if a feeder 
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secures his supply of corn in advance it need not necessarily be a bad speculative 
business. The risk lies to a considerable extent in buying cattle without owning the 
com which is to be fed to them. The buying of cattle for feeding also requires skill 
and judgment. 

The capital stock of Armour & Co. is $20,000,000, and neither Armour & Co. nor 
any of its subsidiary companies have any bonds. The capital stock of Armour & 
Co. has been wholly paid in in cash or property. The actual value of its net assets 
is more than $20,000,000, the amount of its capital stock. 

Armour & Co. have <leclared only one dividend since the company was organized 
in 1901. This was a 5 per cent dividend paid during 1902. The company, being a 
close one, is under no obligation to distribute its earnings in dividends, and they 
have in part invested them in extending the business. 

The Armour car lines at present own 12,029 cars, and the Continental Fruit Express 
1,645. This includes the entire number of cars which are owned directly or indi- 
rectly by the Armour interests. The number of cars owned by the Armour car lines 
which are engaged in handling packing-house products proper is 5,500, this being 
the number designateil as the Armour refrigerator line. Cars used for transporting 
packing-house products are not used for transporting fruit, or vice versa. 

I should like to state in conclusion that there are many hundreds of firms, laige 
and small, engaged in the packing and slaughtering business. It is a business that 
is as free as air, not controlled by patents or location. As an industry, I behevethat 
it is conducted on a closer margin of profit than any manufacturing industry in the 
world, and the staple articles of food are sold to the retail trade at figures so close to 
the actual cost that only by the most skillful utilization and manufacture of the 
resulting by-products can a fair interest be earned for the capital engaged in it. It 
requires a large investment in plants, machinery, branch distributive houses, and 
refrigerator cars. The products are highly perishable in nature, fluctuating in value, 
and susceptible to extreme conditions of weather and delays in transportation. 

IV. STATEMENT OF ME. EDWAED MOKEIS, FEBRUARY 2, 1905. 

Xelson Morris «.^ Co. is a copartnership, and its existence is maintained merely for 
tlie pake of convenience, and without protit of any kind. The only properties held 
by Nelson Morris & Co. are held as trustee for the Fairbank Canning Company and 
for Morris & Co., of Maine. The partners in this firm are Nelson Morris, Edward 
Morris, and Ira N. Morris. 

Morris <k Co., of Maine, is a corporation with a capital stock of $3,000,000 and no 
bonded debt. The stock is all held by Nelson Morris, Edward Morris, and IraX- 
Morris, except the directors' shares held by Charles E. Davis and Henry M. M'olf. 
The stockholders' interests in all the affiliated companies are in the same proportions, 
so that it is a matter of indifference as to the technical ownership of the various 
plants and properties. The earnintrs in every case come back to the same persons i" 
the same proportions. 

The Fairbank (\innin«: Company is an Illinois corporation, with a capital stock ot 
$.S,0<.K),000. The shareholders and officers are the same as those of Morris & Co., ot 
Maine. This company is technically the owner of most, if not all, the packing-hou^ 
properties belonging to the Morris interests. 

Morris c't Co., of New Jersey, has a capital stock of $llX),000, and no bonded debt- 
Its officers are the same as those of Morris c'lc Co., of Maine. The shares of this com' 
pany's stock, except directors' shares, are held by ^lorris & Co., of Maine. ThecoiU" 
pany (operates some of the branch houses of Morris t^ Co. for distributing its products? 
in certain States. 

The Morris Packing Company, of Illinois, is a cori>o ration with a capital of $50,000 
and no /)onds. The otticers are E-dwarA N\ott\^, Ira^ ^- "SXqttv^, ^wd Thomas 1*- 
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Wilson. The control of the stock is the same as that of Morris & Co., of Maine. 
This company transacts the German business of Morris & Co. 

The Morris Car Lines are not separately incorporated, but are operated for the / 
benefit of the Fairbank Canning Company and Morris & Co., of Maine. 

The Morris interests also control the Morris Beef Company, an English corpora- 
tion, handling the English business of Morris & Co. The profits come back to the 
same persons in the same proportion. 

The above-named comprise all of the subsidiary or affiliated corporations of Morris 
& Co. engaged in packing business. 

Neither Nelson Morris, Ira N. Morris, nor Edward Morris is a stockholder in 
Armour & Co., Swift & Co., the Schwarzschild & Sulzberger Company, or the Cudahy 
Packing Company. Leaving aside the question of ownership in the National Packing 
Company, I do not know of any company, aside from those mentioned, engaged in I 
the slaughtering of cattle, hogs, or sheep, or in the packing business, in which either •■ 
Nelson Morris, Ira N. Morris, or myself are interested. 

I am president of the St. Louis National Stock Yards Company; but the stock \ 
which I own in that company is a personal investment and has no connection what- \ 
ever with the beef business of Morris & Co. None of the stock which is held by i 
members of the Morris family was issued as a consideration for the establishment of ^ 
the packing plant of Morris & Co. at the National Stock Yards. I do not know 
whether the Morris and Swift interests in the St. Louis National Stock Yards Com- 
pany would together constitute a controlling interest or not. 

I am a director of the St. Joseph Stock Yards Company, but that is the only office 
in the corporation held by any member of the Morris family. I do not know whether 
the Morris and Swift interests in that company would together constitute a controlling 
interest. 

I do not see how the ownership of securities of stock yards companies by packing 
companies or their officers could have any influence upon the prices of cattle or the 
conditions of the packing business. Although packers might control stock yards, 
anybody could come in and buy cattle. The actual conditions with regard to pur- 
chase of cattle are the same at those yards in which packers are stockholders as they 
are at Chicago or Kansas City. I do not believe that any packer has any interest in 
the Chicago Union Stock Yards, and! think that packers have practically no owner- 
ship of stoclE in the Kansas City Stock Yards. I believe that the Chicago and Kan- 
sas City yards are about as large as the rest of the stock yards at western packing 
centers combined. 

I have no idea what proportion of the cattle killed in the country is killed by the 
large packers at the leading western packing centers. I think there is a difference 
in the proportion of the beef supply of different parts of the country which is fur- 
nished by the western packers. In the States immediately east of Chicago — Michi- 
gan, Ohio, etc. — 1 do not believe that the western packers supply the greater part of 
the meat. There is a large local supply. In the territory which is encircled more 
or less by the packing plants, including such cattle-feeding States as Iowa, Missouri, 
and the like, the lafge packers supply a very small proportion of the beef consumed. 
The same is true of the Southern States. Morris & Co. encounter considerable com- 
petition from local slaughterers of beef in almost all sections of the country. In all of 
the large eastern cities there are important local packing concerns of considerable 
size, which compete with the western packers. These competitors buy some of their 
cattle at .the western packing points in competition with the packers there, and they 
also' buy cattle in the east. I suppose that the proportion of the beef consumed in 
Baltimore, Philadelphia, Pittsburg, and various towns of that class which is supplied 
by the western packers would be small compared with the local supply. 

The capital stock of Morris & Co. and the various other corporations mentioned, 
taken together, is less than the value of the propextiea ^\\\c\v \\i^^ cy^ro.. '^>cv^ <i«t- 
pomtione individually and collectively are not overcapitaWx.^^. 
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The only care controlled by the Morris interests are those designated by the name 
Morris Ciur lines, which are operated lor the benefit of the Fairbank Canning Go. 
and Morris & Co. of Maine. The number of care now owned is 1,469, excepting 
about 400 live stock cars, known as the American Live Stock Transportation Com- 
pany and owned by Nelson Morris, but in which Morris & Co. or the Fairbank Can- 
ning Co. have no interest. 

I suppose that the reports of the amount of mileage traveled by Morris cars as 
made to various States are essentially correct Morris & Co. transport the greater 
part, but not all, of their packing-house products in their own cars. When we have 
not sufficient care, we obtain them from railroads or from anyone else. We do not 
have to pay for their use, since their ownere are willing to have them used, when 
not otherwise needed, on account of the mileage which they receive. I do not think 
that we have at any time received a consideration from the ownere of private cars 
for using them. 

In my opinion the cause of the unusually high price of beef in 1902 was the short- 
age in ^e com crop in 1901. The prices of com in 1902 were very high. I believe 
there was some shortage in the supply of cattle coming on the market,>nd that the 
average weight of the cattle in 1902 was less than usual. I do not think that the 
price of beef advanced more than in proportion to the advance in the price of cattle. 
I think that there was a greater demand for beef in 1902 than in previous years, on 
account of the general prosperity of the country. There was a general increase in 
the amount of work being done and the workingmen got better wages. 

Just about the commencement of 1903, as I recollect, the high prices of cattle broke 
quite sharply. The chief causes which I would assign for this fall in prices were the 
largfiT com crop and the increase in the number of cattle coming upon the market. 
Farmere did not care to feed their cattle longer on account of the high prices of feed. 
I suppose also that the high prices of cattle during 1902 tended to increase the feed- 
ing of cattle for the following season, and thus to increase the supply of cattle coming 
on the market in 1903. I think that, taking the average for a number of yeare, the 
cattle-feeding business is a fairly profitable one. 
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